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A service of Gulf Oii Corporation in the cause 
of creating—through the facts as we see them 
—a fuller understanding of the oil industry. 


That 272% in the 272% Oil Depletion Allowance 


Gulf Press Conference 1—is the first of a series. While 
these meetings on the printed page take the form of 
paid advertising, our intent is not to advocate a view- 
point. It is to add to your understanding of the oil 
industry and its problems. For, in the end, this under- 
standing best serves al/ of us. Our ground rules are 


Q. First, let’s define our terms. What is a 
depletion allowance? 

A, First of all, it’s not an “allowance.” 
It isa tax deduction granted by Congress. 
It is applied only to exhaustible natural 
resources already produced. As such, it 
is an incentive to encourage further dis- 
covery of these resources. 

Q. Why is the oil industry singled out for 
such consideration? 

A, Oil is only one of over 100 extractive 
industries which qualify for this incen- 
tive—the mining of coal, clay, sulfur 
and gravel, to name a few. 

Q. Why was oil’s incentive set at 274% 
in the first place? 

A. Congress agreed the fair way to en- 
courage discovery was to base its incen- 
tive on the value of what was discovered. 
But before it set the 274% figure in 
1926, all of its study pointed to one fact. 
There seemed no practical way of put- 
ting a value on discovered oil deposits. 


Q. Do we assume, then, the final figure 
was pulled from the air? 

A. Quite the opposite. Congress did find 
that the value of oil in the ground was 
about one-third of the price somebody 
would pay for oil brought to the surface. 
So this one-third of oil’s income at the 
wellhead became Congress’ basis for the 
incentive it finally set up. 


Q. But that one-third figure still doesn’t 
match up with 2714 %. 

A, True. And, if today’s Congress were 
to refigure the problem, today’s facts 
would make the one-third figure itself 
higher. As for the 2714%, it was a com- 
promise between the one-third figure and 
the inclination of a cautious Congress, 


Q. Is the oilman subject to any limita- 
tions in taking his 2714 %? 

A. Yes. Two of them are fairly obvious. 
The oilman can apply the incentive only 
to crude oil and raw gas production, not 
to any other phase of operations. And 
he must actually have production to 
qualify. Dry holes don’t count. 

Q. You said “‘two of them.”’ Are there 
limitations beyond these? 

A, The third is the most important of 
all. It means that what we know as the 
274% incentive usually turns out to be 
less than 2714%. In fact, it may end up 
being no incentive at all. 

Q. If Congress set the incentive at 274%, 
how can that happen? 

A. Congress also provides that the oil- 
man may not deduct more than a 50% 
deduction on his net income if this is the 
lesser deduction. And before he gets his 
oil to the surface and realizes his incen- 
tive, he faces many costs. A well must 
be checked and worked over regularly, 
for example. These costs reduce his net 
income enough so that, even when it is 
multiplied by 50%, his deduction usually 
comes out to less than 274% of gross 
income. 

Q. You keep mentioning Congress. Why 
should it be involved at all? 

A. Congress’ stake is, of course, the 
nation’s stake. And that means having 
an adequate, continuing supply of oil to 
meet very basic needs. Our energy needs, 
our everyday product needs, our na- 
tional defense needs. 

Q. But even some Congressmen say the 
2714% incentive should be reduced or 
eliminated. Shouldn’t oil really be its own 
incentive? 


few: keep questions and answers frank and factual 
and leave the conclusions to you. 

One current problem is the 274% Oil Depletion 
Allowance. It is now under reappraisal by Congress. 
And much of its understanding hangs on a decep- 
tively simple-looking question: why 27%%?... 


A, When you look beyond the fact that 
oil is an exhaustible resource—and a vi- 
tally needed one—you quickly run into 
another reason for the 2714 % incentive. 
It’s the risk and cost of finding oil. 

Q. Any business man faces risks. What is 
so special about oil’s? 

A, When you start looking for oil, the 
odds are 9 to | against finding any oil, 
44 to 1 against breaking even, 991 to 1 
against bringing in a truly profitable dis- 
covery. You pay just as much to drill the 
dry holes, too. And with our “‘easy oil” 
largely found, drilling gets deeper, riskier 
and costlier year after year. 

Q. But is it fair to eliminate these risks 
with the 2714 % incentive? 

A. The incentive does not eliminate risk. 
Bear in mind the limitations built into it. 
Remember, too, the incentive is merely a 
deduction on a portion of taxable in- 
come—not cash the government hands 
out. But the real answer is found in the 
figures. In the most recent year surveyed 
—1955—the industry was allowed a de- 
duction of about $1,800,000,000. In that 
same year, it spent about $5,100,000,000 
in cash alone in searching out and de- 
veloping America’s new oil. 

Q. How does the need for the incentive 
shape up in the future? 

A. That brings our need for oil back in 
the picture. We estimate that, between 
now and 1967, our supply of U.S. crude 
oil will increase by 20%. But in that 
time, our need for oil will increase by 
30%. And narrowing that gap means 
encouraging discovery. 


We welcome further questions and comment. 
Please address them to Gulf Oil Corp., 
Room 1300, Gulf Bldg., Pittsburgh 30, Pa. 
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DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 

















CUMULATIVE PREFERRED STOCK: 
4.08% SERIES 
Dividend No. 38 
25/2 cents per share; 
4.24% SERIES 
Dividend No. 15 
26/2 cents per share; 
4.78% SERIES 
Dividend No. 7 
297/e cents per share; 
4.88% SERIES 
Dividend No. 47 
3012 cents per share. 
















The above dividends are pay- 
able August 31, 1959, to 
stockholders of record Au- 
gust 5. Checks will be mailed 
from the Company's office in 
Los Angeles, August 31. 


P.C. HALE, Treasurer 
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July 16, 1959 
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TEXAS GULF 
SULPHUR 
COMPANY 


152nd Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capital stock outstanding and entitled to 
receive dividends, payable September 
15, 1959, to stockholders of record at 
the close of business August 21, 1959. 
E. F. VANDERSTUCKEN, JR., 
Secretary. 

















Uniteo States Lines 


Cc OMPANY 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fift , cents 
($.50) per share payable September 4, 
1959, to holders of Common Stock of 
record August 14, 1959. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 
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AN INTERESTING LETTER SAID... 


“Why in Heaven Dont You 


Speak Out on Inflation?” 


I have received a number of 
letters from men and women who 
are concerned about inflation. One 
A. T: & T: share owner asked, “Why 
in heaven don’t you speak out on 
this subject?” 


The letter went on to say, “If you 
would alert the 1,625,000 share own- 
ers and 700,000 employees to the 
facts about inflation, they would 
help spread the news.” 


I warmly agree that it is essential 
to alert more people to the dangers 
of inflation and we in the Bell Sys- 
tem are speaking up and speaking 
out at every opportunity. 





In recent articles and bulletins to 
employees, the Bell System Com- 
panies have discussed the threat 
which inflation poses to the purchas- 
ing power of the dollar and to sav- 
ings, insurance, and pensions. 

At the annual meeting of A. T. & T. 
share owners I pointed out that in- 
flation has been a tough problem in 
the telephone business. But we have 
not just talked about the problem— 
we have developed more efficient 
equipment and introduced many 
economies of operation. It is worth 
noting that the price of telephone 
service has generally gone up less 
since World War II than most other 
things. 


But we know that the forces of 
inflation are far too widespread and 
powerful for any one individual or 
business to stem them singlehanded. 


Fre sap -S— 


FREDERICK R. KAPPEL, PRESIDENT 
AMERICAN TELEPHONE AND TELEGRAPH COMPANY, NEW YORK, N..Y. 


This brings me to the question 
that I believe so many are asking. 
“How can I help?” In these ways, 
it seems to me: 


By giving spoken and written sup- 
port to those who are working for a 
strong, sound, and stable dollar. 


By opposing unreasonable de- 
mands, excessive spending, and 
schemes that add fuel to the infla- 
tionary fire. 


Your friends and associates, and 
especially your representatives in 
Congress, are entitled to your con- 
structive views. 


For our part, we will continue to 
fight inflation by pushing research 
hard and effecting economies in our 
business. And by speaking out against 
this threat to the people and the 
country. 
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The Trend of Events 


WHO ARE THE LEGISLATORS WHO WOULD SACRIFICE 
NATIONAL INTEREST TO UNION GANGSTERISM? .. . 
That is something the country should know, so that 
they can be classified and placed in the right catego- 
ry as enemies of the State—so shocking is the labor 
bill that has emerged from the House. 

Forthright Senator Barry Goldwater, of Arizona, 
has given voice to sentiment that is pervading 
Capitol thinking on labor legislation. He says: ‘“‘The 
bill that was passed by the Senate (over his objec- 


; tion) is better than no legislation; the bill reported 


out by the House Labor Committee is worse than 
no legislation and is a transparent fraud to deceive 
the American public into believing that something 
constructive is being done!” 

If the draft ultimately enacted by Congress is not 
at least as comprehensive as the Senate version, 
Senator Goldwater says he will ask the President to 
exercise his veto power. And 


cause it exempts from the requirement of financial 
disclosure about 50% of the unions now in existence. 
And (here is Senator Goldwater’s chief complaint), 
it proposes to weaken the Taft-Hartley Act on at 
least half a dozen particulars by accepting changes 
the unions have sought unsuccessfully since the 
early days of the Act. 

It is these circumstances and a few related ones 
that prompted Representative Carroll Kerns, Penn- 
sylvania Republican and Labor Committee member, 
to comment on the House Committee proposals: 

“Jimmy Hoffa has won his greatest victory!” 

Senator Goldwater has placed his finger on the 
underlying weakness of the measure still referred 
to as the Kennedy-Ervin Bill, although it was 
amended in 60 particulars on the Senate side, and in 
more than 100 respects in the House Committee 
room: it does nothing to curb the power of union 

bosses. Hoodlumism, thievery, 





he will not be alone in that 
undertaking. It is doubtfnl 
that Ike would, or could, ap- 
prove the House draft. It is, 


lation: it places virtually no 
strictures on labor union 
abuses that are not already 
embodied in the Federal sta- 
it isn’t even a good 


ie : regular feature. 
union reporting bill’, be- 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


violence, and bribery are but 
the symptoms of power mad- 
ness. If healed, they break out 
in new forms, new places. 
The power curbs were pre- 
sent in the McLellan bill- 
of-rights amendments. This 
declaration was adopted by 
the Senate one afternoon 
and eliminated on the 
following morning; the 
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House Committee never seriously considered re- 

instating it. 

In their totality, the amendments would restore 
democracy to labor unions, prune out of high 
office the ex-convicts and crime careerists, restrict 
use of union dues to union-promoting purposes, 
force “leaders” and “elective officers” to give 
financial accounts which would be audited in the 
interests of the union membership, keep unions 
within their proper zones of activity, and protect 
the individual member in the exercise of his right 
of protest and in his demand for satisfaction. 

In the absence of these common-sense require- 
ments, power accumulates in the hands of the labor 
czars. It is a power so great that few humans having 
it in their possession could so discipline themselves 
as not to misuse it. How much greater the danger, 
when it reposes in goons and brutalized, reckless 
men, with minds warped by criminal tendencies and 
backgrounds! 

Until this underlying power is stricken down, no 
labor reform legislation deserves to carry the label. 
While it remains it will be used, said Goldwater, 
who cited a conversation with Hoffa: 

Goldwater: Assuming unions grow so strong 
that they can exercise powers to determine prices 
and every other element of the economy, do you 
think the Government should be able to step in, 
as it did many years ago, to curb abuses in the 
— community through anti-trust legisla- 

ion? 

Hoffa: No! Not now or ever! 

Who are the legislators that make Hoffa crow over 
the discomforture of the union worker and the 
people of the U.S.A.? Let the people know their 
names so that they can put them out! 


CUBA, LED BY ADOLESCENTS, WILL BE MILKED DRY 
BY SHADY POLITICIANS .. . Fidel Castro, in-and-out 
premier of Cuba’s Revolutionary Government, is 
far off the beam if ‘the thinks his quest for American 
capital will be successful against the background of 
his seizure of plantations and other lands owned by 
citizens of the United States. It is the height of 
temerity on his part to assume that dollars will he 
fed into the Havana maw in return for bonds of a 
government which admittedly is without funds, 
solid foundation, or even acceptance in the inter- 
national family. 

But the Castro who had the gall to look American 
interviewers in the eye and say that, contrary to all 
the evidence, there is no tinge of Communism in 
Cuba today, is capable of anything. His emissary to 
promote a flow of investment money from this 
country to Cuba is Capt. Antonio Nunez Jiminez. 
The captain is director of the land expropriation 
move and its prime apologist. 

The choice of Nunez for this task is an unfortu- 
nate one: Castro has kept him from taking on chores 
for which he might better be equipped. A soft- 
voiced, ascetic looking bearded character, straight 
out of Biblical movies—a man who answers the 
query as to what good are Cuban bonds today with 
the straight-faced explanation—“They are backed 
by my Government.” And he actually seems to con- 
sider that is the only assurance anyone should ask. 

Capt. Nunez doesn’t believe Castro or his high- 
placed brother are Communists. Nor does he con- 
sider himself tinged in spite of the record which 
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shows him as official delegate to two international f 
Commie gatherings—and the backer of a Commun. 
ist candidate for elective office in Cuba. ; 

Only land is being seized, says Nunez, even the) 
sugar refineries are left untouched, if privately) 
owned now. But, he adds under pressure, the land) 
on which they stand will be taken. It is as if Ameri-§ 
can capital were to build a motor plant in Cuba, fr 20 FF 
from expropriation—except as to the land on which? 
it stands. The impossible proprietorship that would) 
arise from such a situation is apparent. * 

Important in the capital-seeking itinerary is a/ 
stop at Chicago where, said Nunez, “Mr. Arvey’) 
has arranged to have him meet with potential in-/ 
vestors and prospective builders of industries in/ 
Cuba. 
The nature of the industries was not revealed to? 
him. That he would learn when he reached Chicago. | 
He wasn’t certain, but he understands his host is? 
to be Jake Arvey, noted Democratic political leader! 
whose career dates back to the FDR nomination in} 
Chicago. In fact, Capt. Nunez doesn’t seem to know F 
very much about Government. (He’s a geography k 
professor). 

He’s going to need more and better answers be-/ 
fore he’ll get an audience in the financial marts of! 
the United States. Furthermore he doesn’t have a} 
marketable product to offer. 









GOVERNOR ROCKEFELLER FAVORS FREE FLOW OF IN- > 
TERSTATE COMMERCE . . . Robert MacCrate, Counsel | 
to the Governor, advises us that Governor Rockefel-/ 
ler is very keenly aware of the importance of pro-/ 
tecting the free flow of commerce across State lines.’ 
He is evidently not in sympathy with the new tax 

burdens on interstate commerce. 

At his request there is presently in progress ay 
comprehensive survey of the State tax structure.) 
Commissioner Joseph H. Murphy of the Depart 
ment of Taxation and Finance, a key participant in| 
the survey, recently stated in testimony given be-) 
fore the United States Select Committee on Small 7 
Business: EB 

“We can assure this Committee, and we want) 

to make our position crystal clear to other states 7 

faced with this problem, that New York has no 

intention of embarking upon a tax program which 
might impede our economic growth. 

“. . . (we) are highly sensitive to the dangers 

that lurk in the hasty or heedless or heartless 

imposition of new tax burdens on business en- 
gaged through our state in interstate trade.” 

Apart from the work of the committee conduct- 
ing the survey, we are following activity of Con-/ 
gress in this area with much interest.” & 

This attitude is heartening, because it not only 
shows that Governor Rockefeller recognises fully 
the dangers inherent in the situation, but that he 7 
is taking the kind of interest in this matter that is | 
bound to be effective. 

As a result of the efforts of an aroused business 
community — in which small business as well as 
large business has taken part — a bill is now pend- 
ing before Congress to negate the effects of the 
Supreme Court decision permitting states to tax 
interstate business in a manner which could serious- 
'y jeopardize the vast free market which is the 
"Inited States, and which would, in effect, practical- 
ty destroy small business. END 
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As I See Jt! 


by Charles Benedict 


NIXON AND RICKOVER IN MOSCOW 


\ E could not have selected two better emissaries. 
*W Vice President Nixon will be able to tell Khrus- 
hchev just how far he can push the West, and Ad- 
miral Rickover is in a position to call the bluff on 
Russian threats of annihilation, because we can 
create just as much havoc by launchings from our 
atomic submarines that can function even beneath 
the ice-floes of the Arctic, as the Soviet Union 
claims they can through their intercontinental 
missiles. 

Ours is a certainty—theirs is a possibility. Khrus- 
hchev is fully aware that in 
our atomic submarine we 
have a weapon of massive 
retaliation — a weapon to 
reckon with — and about 
which he must think twice 
when making any plans for 
attacking the United States 
and the West. 

After the first burst of 
enthusiasm over the extra- 
ordinary accomplishments 
of the “Nautilus,” very lit- 
tle has been said in the 
American press about the 
strategic striking power we 
now possess, although 
Khrushchev is continually 
taunting us with claims of 
superior power and threat- 
ening us with nuclear at- 
tack. I am sure that Ad- 
miral Rickover will bring 
the strength of our position 
home to him with great 
clarity. 

There is no doubt in my 
mind too, that Vice Presi- 
dent Nixon is in a position 
to counteract the vicious 
Soviet press campaign, 
aimed at undermining the 
proof we are offering to the 
Russians, that within the United States exists the 
highest standard of living in the world. (I hope, in- 
deed, that Sears Roebuck catalogs are on display at 
the Moscow Fair, and that order forms are attached 
so that the Russian people can take advantage of 
the infinite variety of consumer goods in all price 
ranges so abundantly available.) 

Unquestionably, the “cultural” exchange between 
the Soviet Union and the United States, and the 
many students and delegations coming here, will 


GREETS AMERICANS: 


Rickover, in Moscow. 
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Soviet First Deputy Premier, with Vice President 
and Mrs. Nixon and, right, Vice Admiral Hyman G. 


help to open the eyes of the Russian people to the 
true state of affairs in the U. S., compared with 
the limiting and meagre existence, and lack of free- 
dom they experience under Communism. The dis- 
play of exhibition pieces at the Coliseum in New 
York has opened the eyes of the visitors to the fact 
that the claim of expanding industrialization in 
Russia is pure, unadulterated fakery. 

Dr. Colin Clark, of Australia, an expert on Rus- 
sian affairs, is in the process of publishing a book 
in which he will show that Russian claims of indus- 
trial production are grossly 
exaggerated. Whereas, 
starting from a lower level, 
they should be able to make 
greater progress percent- 
agewise than the United 
States, the Russians are in 
actuality trailing far be- 
hind us in the rate of in- 
dustrial growth. 

There is a question, too. 
regarding their claims of 
scientific achievement. 
Their propaganda assert- 
ions of superiority are pro- 
jected into the future, most 
frequently ten years ahead. 
They avoid mention of pos- 
sibilities for new disco- 
veries in the United States 
and other Western nations, 
where there is talent and 
genius in abundance. 

As Admiral Rickover 
knows what to look for and 
what questions to ask, he 
will be able to put his finger 
on the truth and bring 
home some highly interest- 
ing facts and conclusions 
— if, in fact, he is not 
hamstrung in his activities 
in Russia and circumscribed in visiting the places 
of vital scientific interest to him. 

I believe that we can pretty much count on these 
outstanding ambassadors to more than hold their 
own in an encounter with Mr. Khrushchev, and to 
take the wind out of his braggadocio as Mr. Nixon 
has already been doing. 

In the meantime, the Conference in Geneva will 
be marking time until the “great Nikita” will tell 
Mr. Gromyko what to do next. END 


Associated Press Radiophoto 


Frol R. Kozlov, left, a 
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Making Investments In Today’s Market 


Encouraged by the favorable statistics and impressive interim earnings reports, secur- 


ies buyers are overlooking the vulnerable factors in this market which underscore the neces- 
sity for a continuing and careful reappraisal of securities held, in order to maintain a sound 
investment position. While the line of least resistence is upward, keen discrimination is of the 


essence in adding to holdings. 


By John W. 


Ix balancing favorable developments with the 
unfavorable, investors felt sure enough of their rea- 
soning last week to place greater emphasis on im- 
pressive constructive factors. Share prices rebound- 
ed convincingly if not dramatically after scattered 
liquidation in Monday’s session, representing a car- 
ryover of apprehension from the previous week’s 
decline. The industrials scored an advance for the 
fifth week in the last six, and more than regained all 
the loss of the preceding week. No sell warning has 
yet been flashed by our Supply-Demand measure. 

It is undeniable, as experienced investors know, 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
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that most Blue Chip stocks and many speculative: 
stocks are premium-priced at levels which probabl: 
discount earnings growth several or more years 
ahead, and which seemingly make excessive allow- 
ance for the inflation threat of at least the nex 
couple of years. However, the same thing could hav» 
been said six months ago—yet the market is still 
higher now, with possibility of more rise ahead. 


“Nothing Succeeds Like Success” 


Why is this so? Answered on the simplest genera! 
basis, as reflected in the supply-demand balance, i: 
comes down to bull-market optimisn 
feeding on itself more persistently tha 
ever before. Regardless of much switch- 
ing in holdings, especially by mutua 
funds, institutional investors remai! 
bliyers on balance, since they have a 
continuing inflow of funds to employ 
They are unlikely to shift broadly to 
bonds for higher yields before there is 
worrisome evidence of market deteriora- 
tion or apparent reasons to start antici- 
pating culmination of the business 
boom. 

On balance, the average individual in- 
vestor remains more interested in hold- 
ing or buying stocks than in selling. 
Many persons, especially among new- 
comers to the market, are more opti- 
mistic and less conservative than the 
fund managers. An increasing number 
of them, although still a minority, have 
been cashing in their mutual fund shares 
because they are not making profits fast 
enough and they seek quicker profits on 
their own. 

Old holders of good stocks bought at 
low to medium levels, especially between 
1932 and 1952, have fat profit cushions. 
They can see no sense in selling, paying 
the capital gains tax. holding the cash 
or going into bonds. They are in a posi- 
tion to ride comfortably through anv 
market decline short of a “big bust” as 
in 1929-1932 or 1937-1938 — and they 
don’t think a “big bust” is coming. Any- 
way, it is not yet in sight. 
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But there is a legion of 
new stockholders, with 
much greater problems and 





risks. They lack experience. 
They have not held stocks 














through anything worse 





than the moderate and 
short 1957 decline. Indeed, 





many have come in since 
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Many of these people are 








ripe prospects for commis- 
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sion-minded customers’ 
men and for tipsters. Most 
of them say they are inter- 
ested in ‘f‘long-term 
growth” and in “protection 
fiom inflation,” while hav- 
ing little idea how far 
ahead both growth and in- 
fiption are alreadv discount- 
ec in stock prices. 

What Will They Do Under 

Stress? 

What we do not know is 
how many newcomers have 
really been “pulled in” by : om on oe om 
the lure of bull-market 
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hopes and resolution might 
fade in a sizable market 
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decline. It may be a con- 
siderable number. 

There has never been a 
situation like this before as 
regards (1) high stock valuations; and (2) the pres- 
ent, and possible later, influence of unseasoned in- 
vestors. There are now some 12,500,000 stockholders, 
according to the latest Stock Exchange study. That 
means an increase of almost 4,000,000 since 1956, at 
a rate well over 100,000 a month on average—and 
it means that roughly a third of present sharehold- 
ers are inexperienced or relatively so. 

They have necessarily bought at higher and high- 
er prices—except where they unfortunately acquired 
losers or duds—since old holders have not generally 
supplied stock for sale, and since the supply of new 
shares created by corporate financing, while rising, 
has not sufficed for balance with demand. 

Regardless of the trend of the averages, it is not 
so simple to make money in this market, of individ- 
ual situations. Many issues are 10% or more under 
highs reached earlier this year or in 1958. Many 
others, while holding better, have been stymied for 
some time. Several hundred are below highs made 
as far back as 1946. 

People ask us about promising stocks to hold for, 

ay. 10 years. Nobody can see 10 years ahead. New 

products will come to the fore. Some old products 
will be outmoded. Some companies will be stronger 
than now, some weaker. Most portfolios need some 
revision even from year to year. Ten-year stock in- 
vestment? Mutual-fund reports often show some 
changes in holding from quarter to quarter. 

Indicative of the public’s willingness to stress the 
favorable aspect of corporate news, was the display 
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of strength in motor issues coincident with publica- 
tion of excellent June quarter statements, even 
though industry executives have warned that the 
impending introduction of compact cars by the “big 
three” seems likely to create many problems that 
may mean narrower margins in coming months. Ex- 
pectation of approval of numerous stock splits also 
contributed to an enthusiastic environment, especial- 
ly for several popular electronic issues. With addi- 
tional favorable earnings statements for major steel 
makers due this week, the constructive side of cor- 
porate affairs seemed destined to receive more at- 
tention. 
In Conclusion 


One of the reassuring developments of the last 
few weeks that is receiving relatively little attention 
is the encouraging action of the bond market. De- 
spite continuance of credit stringency, government 
issues have begun to show signs of improvement 
that seems to suggest revival of institutional de- 
mand. This may foreshadow gradual shifting of in- 
vestments by institutional holders from Iow-yield- 
ing equities — such as “growth” stocks — to best 
grade obligations offering generous yields of 4 per 
cent or more. Although firming tendencies in bonds 
may signify subsidence of inflation fears, the de- 
velopment should not be considered a forerunner of 
an immediate reversal in the stock market. Rather, 
it should be viewed as a reminder that the demand 
factor prevalent in “name” stocks may become less 
vigorous.—Monday, July 27. END 
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T would be a pretty terrible thing if Congress ad- 
journs before taking constructive steps toward 
overhauling the faulty tax structure which is caus- 
ing multitudinous problems for the citizenry and the 
Treasury. 

The patchwork of tax laws, with their double tax- 
ation, cry for deep revision of provisions that over- 
tax some, while others escape through the many 
existing loopholes. But, more than that, a broad- 
ening of the tax base would increase Treasury rev- 
enue, and give a lift to our economy. Today’s tax 
labyrinth in a number of ways stifles small busi- 
ness, smothers initiative, and interferes with the 
forward planning by big business, so necessary if 
we are to make progress in this revolutionary world, 
and under the competition we are meeting from 
every side. 

Tax revision offers us the only direct road visi- 
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WHY CONGRESS 
MUST OVERHAUL TAX BASE 
and BALANCE BUDGET 


By JAMES J. BUTLER and C. G. WYCKOFF 





— If we are ever to have a tax cut 
— Solve our financial-economic problems 


ble to pay-as-you-go planning and income tax cuts. 
Patching That Accomplished Nothing 


In the past five years the Internal Revenue Code 
has been amended by Congress in 708 particulars 
without making a single notable change in rates 
or adding a new source of revenue. These changes, 
stemming from thousands of proposed bills (thers 
were more than 1200 in the 1956 - 1958 sessions 
alone) did nothing to shift the burdens so inequit- 
ably distributed now. 

Meanwhile, problems of government financing ar¢ 
multiplying while corporate and individual taxpay- 
ers are being stripped of their means for forward 
motion—and left in a position where merely tread- 
ing water is an achievement. 

The situation would be tolerable if there was no 
way out of the taxation dilemma. But there is a 
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way, one which is so well marked out that it should 
be within the clear awareness of both the Adminis- 
tration and Congress. The answer is total revision 
of the Revenue Act, to bring order and reason out 
of the mess of haphazard measures adopted as ex- 
pedients from time to time. 

[t means more than so-called ‘closing the tax 
loopholes’, which, by constant parroting and no 
implementation, has induced shallow thinking re- 
garding tax overhauling. To the anti-big business 
levislators on Capitol Hill it means more than tax- 
the-rich, it means an all-out attack—and to many 
of the disciples of that tenet it has become the 
corse-of-least-resistance answer to tax revision. 

The rightness of tax the rich cannot be argued, 
but it must be done with common sense, so as to 
avoid the loss of working capital which keeps busi- 
ness and industry moving, servicing it, expanding 
it replacing the worn-out parts, researching and 
developing new avenues of production and employ- 


Revision of the Revenue Act is imperative. In 
the present state of the law, there is no assurance 
that there will continue to be a broadening of the 
productive revenue base; the coming into being of 
such sources is imperilled by the injudicious, topsy- 
turvy tax structure, while lacking tax reform 
and more equitable distribution of the load, econom- 
ic growth is bound to be stifled. 


Top Income Tax Bracket Stretched to the Limit 


Although the income tax rates now run as high 
as 91 per cent, they do not return enough revenue 
to carry the costs of government without recourse 
to borrowings, deferments and debt ceiling break- 
throughs. This is not because the rates are not 
high enough to carry the load; it’s because they 
are too high to produce, in a system where so large 
a proportion of the potential taxpayers are getting 
a free ride, or nearly so. The higher income tax 
rates have been stretched to the point where there 
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that the country has 

been on the wrong track since Federal income tax 
became a fact. That system began on a modest 
basis. The payments for the first few years were 
little noticed. Then it zoomed. And in the process, 
regulations were drafted and uniformity went out 
the window as sliding scales, income brackets, de- 
pletion, depreciation and other allowances, and ex- 
emptions, began a structure of complication which 
became so great a mess that it was possible, as in- 
dicated above, to make 703 alterations in a five-year 
period and show no substantial effect! Certainly no 
improvement. 


A Desperate Need for Tax Reform 


The plain need, therefore, is fundamental tax re- 
form to achieve the growth and continuity of fed- 
eral revenues—to lay the groundwork for long-term 
budgetary policy—and to put private enterprise 
back on the track. A concomitant of tax equaliza- 
- is tax reduction. It would follow as the night the 
day. 
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work, for had he taken 
one starring role it would have meant employment 
for 300 other persons—supporting actors, extras, 
camera crews, electricians, set builders and a mis- 
cellany of others. At 50 per cent tax he said he 
would have worked steadily. The Treasury would 
receive less from him in the current year, but the 
loss would be offset several times over by higher 
income tax payments from the other 300 Hollywood- 
ites. Repeat that incident many times over with 
variations in many fields, and the effect of a more 
equitable tax program becomes obvious. Just in 
case one might consider the cited incident as a manu- 
factured, or hypothetical illustration, the actor in- 
volved is Ronald Reagan. 


The “Soul-less Corporation” 


In Capitol Hill parlance, income tax usually is 
thought of in terms of payments by individuals. 
Sight is lost of the “soul-less” corporation” which, 
not being a breathing, living thing, is considered 
immune to pain, financial or otherwise. The corpora- 
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tion is taxed now at 52 per cent, and the percentage 
of net that goes out in the form of dividends is tax- 
ed at that point also. It is the corporation executive 
who is the “ground-down worker” of today—who 
is not only overworked but overburdened with re- 
sponsibility to keep production schedules and sales 
moving smoothly to assure full employment. 


The Foolish Capital Gains Tax 


The foolish Capital Gains Tax produces little 
revenue and is a harmful and senseless tax, because 
it keeps investors from taking profits necessary to 
an orderly market. The effect is a scarcity of stocks 
and rising prices—many desirable issues selling at 
40, 50 and even 70 times earnings. It creates bil- 
lions of dollars in frozen security investments and 
makes for a thin market that is vulnerable to mani- 
pulation. 

Yet, when the terms, corporation, stockholder and 
dividends are mentioned, organized labor sets up a 
howl. At this late date, at least 20 years behind the 
times, the unioneers try to picture the stockholders 
as a small, money-grabbing group who do not de- 
serve the considerate treatment reserved for the 
large body of American citizens who comprise or- 
ganized labor. Certainly there can be no class dis- 
erimination todav with unioneers owning their own 
homes, automobiles and all the appurtenances of a 
middle-class life, and with millions of workers own- 
ing shares in the companies in which they are em- 
ploved. 

At its peak, American Federation of Labor-Con- 
gress of Industrial Organizations had 13,000,000 
members. And there are 12,490,000 stockholders of 
record in the ‘countru todau! Pretty sill behaviour 
that on the part of labor—this biting off your nose 


(est) 1959 gs 


Tax Foundation, Inc., 





Growth of the per capita tax burden (Federal, state and local) from 1946-59 is indicated above. 
In 1946, a boy, 1 year old, had a tax load of $368. By the time he reached 14, in 1959, his 


estimated tax burden had nearly dowbled to $635. 
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to spite your face! 
Agonizing Appraisal 
Any suggestion to eradicate this double taxation, 





or in fact to pare any existing levies, usually is met F 
by an anguished estimate of Treasury losses. | 


Natural as the reaction may be, from the “voice of 
inexperience”—it is based on the wholly fallacious 
supposition that the rate would be lowered without 
enlarging the base. The capital gains tax, plus 
double taxation on dividends, has a bad psycholog:- 
cal effect on the investor, who is a solid and dis- 
cerning citizen. Many sales that would be substan- 
tial revenue producers for the Government are kil!- 
ed—for example, to pay for a $3,000 car, one woul:l 
have to take $4,000 in profits, with $1,000 goin: 
to the Capital Gains Tax. This happening over an | 
over again, shows what an economic loss this tax is 
to the Treasury. 


Corporate Taxation 


Existing rates on corporate income, continued a+ 
52 per cent by action of Congress, unquestionabl:” 


OU E r  Te aa 


are working against greater and more efficient pro- | 


duction, and more gainful employment. Those con- 
siderations weren’t mentioned when the Senate anil 
House voted another one-vear extension of ‘Korean 
rates.” All that mattered was protection against an 
immediate fiscal hazard. The hazard has been over- 
come, but only for 12 months: it will be back avain 
next June, and again postponement of a rate drop 
will be urged. 

The rate before the “emergency” increase to 
finance the Korean engagement, was 47 per cent. 
Return to that level would work wonders both for 
the taxpayer and for the Treasury. Coing hand-in- 
hand with such a reform would 
he relief for those whose incom: 
is wholly or in part based on divi- 
dend payments. The Treasury De- 
nartment’s studies show almos 
50 per cent of the dividend re- 
cipients have income under 
$6,000 and the earnings on thei: 
stock investments are the onl 
monies subjected to double tax. 


The Non-Taxable Federal Enterprises 
would produce Millions in Taxes 
under Private Industry 


Private enterprise today is tak- 
ing a beating, too, from tax-ex- 
empt, but directly competitive, 
operations. These exemptions go 
to government - financed enter- 
prises, cooperatives, and so-called 
nonprofit organizations that en 
gage in production, commercial, 
financial and other business ac- 
tivities. One Congressman, Rep. 
Noah Mason of Illinois, estimated 
the loss of Treasury revenue in- 
to the billions. 
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No Serious Attempt to do a Job 


Experience of the past five 
years shows there is no lasting 
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value to be realized by nibbling away at Revenue 
Act improvement. Across-the-board tax cuts would 
be helpful, but they have the vice of continuing in- 
equities that exist today, easing the chafing pro- 
portionally but never getting to the root of the evil. 
There wre several hundred tax-charge proposals em- 
bodied in bills gathering dust in committee files. But 
there is no complete revenue law overhaul in process 
or in contemplation. Several have been suggested, 
many of them launched with expressions of high 
hope and promise of relentless pursuit of the objec- 
tive. The enthusiasm usually lasts through the Sun- 
day edition of the 


Implicit in any general tax revision program 
must be the goal of a balanced budget. By suitably 
broadening the tax base the Treasury intake should 
be sufficient to match normal, businesslike spending 
for the operations of government, and increase the 
revenues as the costs, and budgets, experience a 
normal growth. There is no need to curtail essen- 
tial services but reckless spending cannot be count- 
enanced, regardless of the tax collections. It would 
be assumed that the objectives would be twofold: a 
balanced budget based on a sane spending program, 
and equitable application of the tax burden. The 
nation cannot pro- 





home town newspa- 





pers. Then, having 
lost their publicity 
value, they lapse into 


UNTAPPED SOURCES OF TAX REVENUE 


> The Free-Riders in Income Tax 


ceed on any other 
basis without run- 
ning into critical 
trouble. The Federal 





suspended anima- 
tion. 

Within the past 
several weeks two 
minor cuts in excise 
tax came surprising- 
1. close to enactment. 
The Senate passed, 
but the House reject- 
e’, reductions 1n 
travel and communi- 
cations taxes; a con- 
ference committee 
came up with a 
meaningless compro- 
mise which was 
adopted. makine the 
proposed cuts effec- 
tive in the 1961 Fis- 
eal Year. The change 
would not be auto- 
matic; it would have 
to pass Congress 
again as if the prop- 
osition were brand 
new. 

Four Senators 
joined in introducing 
a series of loophole 
bills, but all were 
struck down. One 
bil, by Senator 
Clark of Pennsvl- 
vania, would elimin- 
ate luxury items 
taken as ordinarv 
business expense de- 
ductions — mainten- 





— The more than 10 million persons who earn enough 

to pay Social Security, yet file no tax report. 

— The 13 million who file a tax report, but pay nothing. 
The search need not be confined to individual es- 
capees — more productive sources exist in various 
categories. 


> Where Cash is Paid for Products and Services 
— Ranging from small retail shops to wholesalers who 
ask for cash in payment of sales — professionals. 
— Repair and other service men who are paid in cash. 


> The Cooperatives 
— A manifest illustration of tax inequality, for coopera- 
tives do not pay, but non-cooperatives pay double — 
in a sense each one is a free-rider, and another must 
pay his share. 
Legislation now reposing in a pigeonhole on Capito! 
Hill points the way for new revenue in excess of 
$1 billion a year. 
Non-Profit Foundations 
— On the fringe of scores of operations in competition 
with taxpaying enterprise. 
A rewrite of the IRS provisions under which founda- 
tions qualify would produce millions in presently 
untapped Federal revenues. 


& Union Labor Organizations 

— It is difficult to distinguish the purely union activities 
of labor organizations from their commercial under- 
takings. When they are taxed on the latter, the distinc- 
tion is clear — ownership of banks, real estate, etc. 
The multi-million dollar operations should be placed 
under the microscope and a firm line of demarca- 
tion fixed. Pending bills to remove tax exempt 
status could be the starting point. If Congress wants 

a starting point! 

















debt today is as large 
as the debts of all in- 
dividual borrowers 
in the country put 
together, plus the 
debts of all state and 
local governments. 
To increase the 
debt by an unequal, 
not fully productive 
system of taxation, 
is to place a mort- 
rage on future pro- 
duction and income, 
decades before they 
come into existence. 


In Conclusion 


The answer to our 
problem lies in (1) a 
complete and 
thorourh  overhaul- 
ing of our tax struc- 
ture with a broaden- 
ing of the tax base, 
to produce the addi- 
tional revenue and 
(2) a pay-as-you-go 
vlan instead of de- 
ficit snending. * 

This is the only 
sure road to a tax 
cut. 

It world benefit 
the individual— 
maintain our econ- 
omu at a hiah level— 
elevate the financial 


ance of yachts, hunt 

ing lodges, country club dues and travel to foreign 
conventions, for examples. Senator Proxmire of 
Wisconsin, proposed that dividend and interest pay- 
ments be subjected to withholding tax at the source; 
Senator Douglas tried to put through a cut in the 
oil and gas depletion allowances. All of the proposi- 
tions were rejected. The principal argument against 
these bills was narrowness of scope. While the rev- 
enue increase was variously estimated in the bil- 
lions, the attack manifestly was upon symptoms 
not substance. 
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position of the 
United States to its previous preeminence—and re- 
instate the dollar as a top world currency. 

This is a goal that Congress should find well worth 
aspiring to and working for. It would solve so many 
of our economic and psychological problems and 
bring balance to the thinking in Congress on funda- 
mental measures of greatest significance to the 
people. The resentment against the loose and unfair 
taxation, rises with every increase in prices that the 
consumer and industry have to pay. A solution must 
be found if we are to stem the tide of rising indig- 
nation END 
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The Ideal Merger of 


TEXACO and SUPERIOR OIL 


. . . Each Has What the Other Wants! 
By CHARLES HAYNIE 


> The shift and change in the oil industry that make this gigantic 


deal possible 


> The vast resources of Superior Oil and Texaco in the Western 
Hemisphere and around the world 


> A new growth investment 


EDITOR’S NOTE: 
We present this analysis of the proposed merger be- 
tween these two great entities, because we believe 
final consummation would create an investment op- 
portunity with a most promising future. The details of 
the plan will take at least a month or more to work 
out. 


EVERAL weeks ago Texaco announced that a 

tentative agreement had been reached with The 
Superior Oil Company of California, whereby the 
latter company would be merged into Texaco as 
soon as certain details could be worked out, and 
when the shareholders of Superior Oil approve the 
merger. If the deal is consummated and it appears 
most likely that it will be, an exchange of shares, on 
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the basis of 24 Texaco for one Superior, will result. 
Texaco would then have to issue 10,134,000 shares 
of already authorized common stock which, in to- 
day’s market, is worth over $800 million. 

The fact that Superior Oil, with such outstanding 
success in finding and developing oil and gas re- 
serves, should acquiesce to any offer, points out the 
plight of the independent producers without con- 
trolled markets of their own. 

The reason Superior Oil was willing to discuss 
any kind of a merger can be found in the radical! 
changes taking place in the oil industry. Here is one 
of the largest, most successful independent oil pro 
ducers, that has more than doubled its reserves i1 
the last three years, yet is faced with a slowdown 
in operations because of marketing problems. This 
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is quite a change from the earlier post-war years 


' when the integrated refiners were doing everything 


in their power to make certain of an ample crude oil 


» supply by catering to independent producers. Under 
' today’s conditions, with over-supply in production, 


they must look for available markets. 


The Adventure in Oil Attracted Too Much Capital 
Higher crude oil prices, along with expanding 


_ markets for oil created a very favorable economic 


environment for the independent producers follow- 


| ing World War II. At the same time, the high rate 
| of return, which could be expected from investments 
| in oil production, and the romance of large discov- 


eries attracted much capital from sources both out- 
side and within the industry. As a consequence, the 


| capacity to produce crude oil increased faster than 


demand. This became clearly evident during the 
Suez Crisis when it was realized that the shortage 
of crude oil in Western Europe could be supplied 
largely from this country. 


Aftermath of Suez Crisis 


The reopening of the Suez Canal and reestablish- 
ment of supply channels from the Middle East to 
this country, as well as to Europe, started the oil 
industry on its downward trend in production. A 
decline in general business activity, which began 
soon after the reopening of Suez, added to the prob- 
lems of the producers as demand tapered off. 


New Production in Lake Maracaibo Boosted Oversupply 
About the same time, drilling on the new conces- 
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sions in Lake Maracaibo, Venezuela, began to bring 
in large reserves of oil. Since most of these new 
concessions were owned by American oil companies, 
it was only natural to expect that production from 
these reserves would find markets in the United 
States. 


U.S. Import Quotas Cut Into Superior’s Markets 


As the recession gained force, the government in 
Washington decided to reduce the voluntary import 
quotas for oil, which were then based entirely on 
previous import experience. Later on, these quotas 
were again reduced and at the same time made 
mandatory, and in addition were based on the re- 
finery runs of the individual companies to a large 
extent. 


But Superior Oil Had No Refining and Import Quotas 


This company which was just starting to produce 
oil in Venezuela, had no refining capacity and there- 
fore could not obtain an import quota. Also the im- 
port quotas of its former customers were cut severe- 
ly. Since Superior lacked markets it was unable to 
arrange any processing deals or exchanges in this 
country. Furthermore, the markets for crude oil 
in countries outside the United States were becom- 
ing extremely competitive. Superior, therefore, had 
to curtail its operations in Venezuela. At the same 
time, in the United States, the company had to com- 
pete with the integrated companies which were in- 
creasing their own production in order to offset the 
declining profit margins in refining and marketing. 
Thus Superior, with its large capacity to produce, 
would either have to wait out the period of over- 
supply, acquire markets of its own, or merge with 
a company which had large foreign as well as do- 
mestic markets. It chose the latter course. 


Texaco Can Use Superior’s Production 


With import restrictions limiting its supply of 
Middle East crude, and the company producing in 
the U. S. only 65% of its domestic refinery require- 
ments, Texaco can more fully utilize Superior’s 
productive capacity in this country. Furthermore, 
Texaco, with its refining activities and large mar- 
kets in Canada, as well as Central and South 
America, can over a reasonable period of time ab- 
sorb Superior’s large potential crude oil production 
in Venezuela. 


Improving Profit Margin 


Besides strengthening Texaco’s crude oil position 
in the Western Hemisphere, the acquisition of Su- 
perior Oil will increase Texaco’s self-sufficiency 
ratio from 65% to 75% in the United States, as soon 
as the merger is effective. With earnings from pro- 
duction accounting for the bulk of oil companies’ 
profits, Texaco’s profit margin should benefit. In 
addition Superior’s large gas reserves, largely un- 
committed up until recently, should certainly fur- 
ther improve Texaco’s profits. 


A Well-Founded Marriage 


Thus Texaco is gaining both current and 
potential production and a better profit margin, 
while Superior Oil will now have an outlet for cur- 
rent oil production and a market which can absorb 
all of its potential productive capacity over the next 
few years. 
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Superior Oil Company’s Background 


Superior Oil, with $94 million of debt and 422,264 
| shares of capital stock, is valued in the market at 
almost $850 million. These market values are back- 
> 1 up by reserves of 400 million barrels of domestic 
crude, over 1 billion barrels of Venezuelan crude and 
4 trillion cubic feet of natural gas, along with $84 
million of net working capital, investments and mis- 
cellaneous assets. 

In the fiscal year ended August 31, 1958, Superior 
reported net daily production of 79,300 barrels of 
crude oil and natural gas liquids and 500 million 
cubic feet of natural gas. The productive capacity 
of the company, including both oil and gas (foreign 
as well as domestic), is over double the rate achieved 
in 1958. Crude oil is produced about equally in Cali- 
fornia, Utah, Texas and Louisiana at 16,000 to 
17,000 barrels per day each, with Illinois, Michigan, 
New Mexico and Oklahoma accounting for the 


Adjusted 
Price Range 
1929 - 1935 






In Venezuela, where production 
has slowed down materially due 
to lack of markets, the produc. 
tive capacity is well in excess of 
the company’s domestic capacity 
to produce oil. In Canada, where 
Superior operates through two 
subsidiaries—Canadian Superior 
Oil and Canberra — production 
averaged around 10,500 barrels 
per day in 1958 when allowables 
= a were reduced considerably. The 
“ 40| company’s large domestic natural 
gas reserves, which are only half 
committed, are contracted for at 
an average price of around 75 
cents per m.c.f. In addition, Su»- 
erior has some rather large u.- 
developed acreage blocks in the 
Four Corners area, and in Alask,, | 
Canada, as well as a large ex- 9 
ploratory concession in the Span- § 
ish Sahara. 
In the last fiscal year the cori- § 
pany reported income of $165 
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million net and $63.3 million of 9 
cash-flow. Superior charges off all intangibles and 
dry hole drilling costs as they occur, thus accountirg | 
for the large difference between net and cash i.- § 
come. Since the company is producing at only half of 
its capacity, its potential per share earning power 
is at least double the $39.20 net and $150 on a cach 
basis reported in 1958. Thus, Texaco Inc., in acqui’- § 
ing Superior Oil which is selling at the rather high © 
multiple of 12 times its reported cash earnings, fully 7 
expects to realize the potential of this independent | 
producer in the not too distant future. 


EST 


Texaco Inc. 


Texaco Inc., which ranks first in the production 
of domestic crude oil and third in refinery runs, is 
also one of the more important international oils 
with total assets as of the end of last year of $3.1 
billion. 

The company’s $386 million of debt and minority 
interest, together with 58 million shares of capital 
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balance. stock, have a combined market value of around $5 
| 
_ Superior Oil's Long-Term Operating and Earnings Record 
Net Depreciation Operat- Net Net Net Percent Div. Price Range 
Operating and ing Before Net Profit Earnings Earned Per High Low 
Reserves Depletion Income Taxes Income Margin Per on Share 
Share Invested 
(Millions) Capital 
1959 (Ist 9 monthe) Faprere arn $101.2 $(NA) $(NA) $(NA) $22.9 22.7% $54.40 —_— $ (1) 2165-1695(2) 
MIE TW ecccvsdesspndceshacoisasccangin 109.8 46.7 62.8 16.7 16.5 15.2 39.20 11.3% 3.00 1865-1360 
1957 .. 108.2 45.1 64.3 18.8 18.8 17.4 44.71 14.6 _— 2000-1210 
MIE: scsicuschussseasuisacstianinantiniadss 88.0 46.6 50.9 5.0 5.0 5.6 11.94 45 _ 1300- 940 
MIDE scakstaincksesavaciansataSiabenidantin’ 78.8 40.5 43.0 3.4 3.4 4.3 8.04 3.2 3.00 1080- 740 
SENET copsccascabuncetahiteusbasabeaeuiecain 76.1 33.2 43.2 10.2 10.3 13.5 24.54 10.0 2.00 816- 655 
MDUEND. absinuicsagshcesncbuveiubishinseaiiinn 72.3 29.0 40.5 TS 12.0 16.6 28.37 12.7 1.00 660- 520 
1952 67.4 25.5 39.3 12.1 11.9 17.6 28.13 14.4 2.00 570- 490 
1951 62.8 23.9 40.1 15.2 13.3 21.0 31.43 18.4 4.00 570- 355 | 
1950 52.0 22.4 31.9 7.1 6.9 13.2 16.38 11.4 3.00 370- 195 
1949 53.8 24.5 33.7 7.4 7.2 13.3 17.22 13.4 1.00 227- 127 | 
10 Year Aver. 1949-1958 .....$ 76.9 $33.7 $44.9 $10.7 $10.5 13.7% $24.99 11.3% $1.90 | 
(*)}——Fiscai years ended August 31. 1—No dividend declaration thus far in 1959. 
(N.A.}—Not available. 2—To July 16, 1959. 
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daily production of 1,100,726 barrels, refinery runs 
of 1,125,000 barrels and sales of 1,166,000 barrels 
of petroleum products. Profits during the year a- 
mounted to $310 million net and $577 million on a 


i cash basis, equal to $5.31 and $9.88 respectively on 
each share of capital stock outstanding. The com- 
; pany does not report a breakdown of geographical 


earnings, but it has estimated that 64% was 
Balance Sheet Data derived in the Western Hemisphere which 
- . was largely from U. S. sources, and 36% from 
— Shen the Eastern Hemisphere. 
eg 158 2 an /58 Texaco — A Refiner-on-Balance — Despite 
(Millions) Large Acquisitions 

Long Term Debt (Stated Value) ............ccsssssssse $ 94.2 $ 348.0 Texaco has, throughout its history, remain- 
Proferred Stock (Stated Value) ..............c.cccsseseeseeee None None ed a refiner-on-balance, and has added large 
“e i 3 ghey ok gm ometenae ber ; ae productive capacity as needed from explora- 
Common } ssssssscncsnssscsnnnnsssssnssssess ‘ tion and drilling, as well as significant ac- 
te a sweowacne ; ry quisitions. In 1956 the company acquired The 
Receivables, Net ........ $ 321.2 Trinidad Oil Company, Ltd., which has pro- 
Cvet@mts ASSOtS ......ccccccsseeeeeesnnsseeerinsneeeeesnnssseeeeen $1,029.4 duction and large undeveloped acreage in Tri- 
<7 tag ead iecissaccnaianshvobaalibassicinenadnapuncpnensteieliiegs $ 402.0 nidad, together with refining and marketing 

pt Whenetiiing Compitedl ....n...cs-cccscccscrosccsccosoneseseeceosene . $ 627.4 - . . 
Current Ratio (CA. 90 Col.) ..cccocsessccsccensssssecccsssneee 2.4 2.5 in that area, as well as in other parts of South 
00 gE accistipdchpeniibinnstssvineinmninininipacionininnel $201.1 $1,834.4 America, England and Canada. 

FoR iiectsieh cs citessrccsnansccocadsncssedsonstenccessisnrccniien $260.6 $3,111.5 In 1958 Texaco acquired Seaboard Oil Com- 
f ok Value aia ss baeconnnbiiaienaeiel $343.67 $ 39.11 pany, an important domestic producer with 
Fecent Price of Common Stock ............:csccseeeeeeee 1780 80 : : : 

Sy ee 24.5(1) 13.3(3) large interests in Canada and South America, 
| dicated Current Dividend .............:sscssseessseee (2) $ 2.75 which was also having difficulties in finding 
iMRI WOME nccetcssacccsssssensssrncsesstasscccssnssonecnosassessos (2) 3.4% markets for its production both here and in 

toh on ts 9 2__Dividend pending %—Based on last other areas. Even with the acquisition of 

months earnings. on merger. 9 months earnings. Superior, Texaco will still be refining and 
i marketing more than it produces. However, 
on a worldwide basis the latter acquisition 
bil! on. Assets back of these securities include some’ will, when its production expands, bring Texaco 
billion barrels of oil and natural gas liquids operations into approximate balance. 
anc 13.2 trillion cubic feet of natural gas domestic . . 
res-rves. On a geographical basis, 20% of the oil Company’s Foreign Interests 
an. 100% of the gas reserves, are located in the Texaco’s major foreign holdings include a 30% 
Western Hemisphere. In addition to the reserves, interest in Arabian American Oil Company, 50% 
the company has $875 million of net working capi- in Caltex, 7% in Iranian Consortium and 66% in 
tal, investments and miscellaneous assets plus $772 Texaco Canada Ltd. In addition, the company has 
> million net book value of fixed assets, including many wholly and some partly owned subsidiaries 
those in the production department. nme in exploration, production, refining and 
2 marketing operations in various parts of Central 
Texaco in 1958 and South America. 
The company, on a world wide basis, including ; mn 
its share of subsidiaries and affiliates, in 1958 had Eastern Hemisphere Affiliate 


The most important contributor to earnings is the 
Arabian American Oil Company which produced 
around one million barrels per day in 1958. Second 
in importance is the Caltex Group which takes care 
of most of the company’s Eastern Hemisphere refin- 
ing and marketing operations, and produces about 
95,000 barrels per (Please turn to page 575) 










































































Texaco’s Long-Term Operating and Earnings Record 
Gross Net Net Percent Div. Price Range 
Operating Income Operating Total Net Profit Earnings Earned Per High low 
Income Taxes Income Income Income Margin Per on Share 
% Share _ Invested 
(Millions) Capital 
1959 (Ist six months) ........ (N.A.) (N.A.) (N.A.) (N.A.) $162.7 (N.A.) $2.79 _— $2.75(2) 87 -74%4(3) 
WN guakcscvenxcoupnsaisinembeneboscanions $2,327.9 $41.2 $219.2 $366.8 $310.1 13.3 5.31 13.5% 2.35 89 -5534 
1957 2,344.1 83.9 328.6 433.6 332.3 14.1 5.94 16.1 2.35(1) 7612-54%8 
1956 2,046.3 78.6 263.6 394.7 302.2 14.7 5.51 16.3 2.35 6812-5318 
1955 1,767.2 68.3 218.7 342.0 262.7 14.8 4.78 15.6 2.12 6034-4134 
1954 1,574.3 40.1 154.9 276.4 226.1 14.3 4.12 14.8 1.87 44 -28%4 
1953 1,558.8 52.4 183.3 254.8 192.6 12.3 3.50 13.7 1.70 29 -2434 
1952 1,510.0 50.6 160.6 237.6 181.2 12.0 3.28 13.6 1.50 3012-2558 
1951 1,416.8 82.5 194.8 266.9 178.7 12.6 3.25 14.6 1.52 2534-20% 
1950 .... 1,248.5 42.7 137.5 193.3 149.0 11.9 2.70 13.2 1.62 2058-147 
1949 1,077.2 24.9 124.9 162.6 132.7 12.3 2.41 12.8 .93 1612-121 
10 Year Aver. 1949-1958 .....$1,687.1 $56.5 $198.6 $292.8 $226.7 13.2% $4.08 14.4% $1.83 
(N.A.)}—Not available. 2—1ndicated for 1959. 
1__Plus stock. 3—To July 16, 1959. 
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A new look at... 
INSIDER TRANSACTIONS 


By ROBERT B. SHAW 


P Showing What Stocks Insiders are Buying and Selling 
P Its Significance as a Composite Gauge to Executive Thinking 


on the Outlook 


F there is any class of investors that should have 

a special insight into the outlook for the stocks 
in which they are interested, it is certainly the cor- 
porate insiders — officers, directors and holders of 
influential blocks of shares representing 10% of 
control or more. It is not necessary to endow these 
executives with prophetic vision to realize that they 
should have advance information both on develop- 
ments likely to affect their own companies and upon 
orders and prospects in the trade. Accordingly, 
transactions by these insiders provide a significant 
guide to the outlook for their respective companies 
and, although perhaps somewhat less reliably, for 
forthcoming business trends in general. 

The meaning and interpretation of insider trans- 
actions were explored in a previous article in the 
Magazine of Wall Street (November 22, 1958). Ac- 
cordingly, the methods and definitions established 
therein need not be repeated here. It should be re- 
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emphasized, however, that insider transactions arel |! 
far from a perfect device for anticipating the for-" 


tunes of the companies involved. The insiders are 


not omniscient and they may frequently have other? , 


motives than pure profit-making for purchases or? 
sales of stock in the companies with which they are 
affiliated. For the in-and-out speculator, insider? 
transactions can hardly offer any useful guide at all 

because, in their only comprehensive source, the 

SEC’s monthly Official Summary, the data appears 

much too tardily to allow him to follow the lead of ii 
“the big boys” closely. But for investors concerned f 
with basic values, conspicuous trends either of in-/ 
sider buying or selling can provide signals which 
will indicate opportunities for study, corroborate 
past judgment, or point out holdings that should be 
carefully scrutinized. Similarly, insider transactions 
in the aggregate may be accepted as the best avail- 
able barometer of the climate of general executive 
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Monthly transactions 
The extensive data pub- eather a 
lished by the SEC in its 
Official Summary is, how- 
ever, entirely undigested 
and has little  signifi- 
cance until reorganized in 
more systematic form. In 
order to supply such mean- 
ing a representative sam- 
ple of 100 large industrial 
corporations has been com- 
posed and their insider 
transactions compiled on a 
ontinuous basis in order 
) show a clear picture of 
uying and selling trends 
over a period of time. Iso- 
ited transactions, reveal- 
d only in a single month’s 
‘ummary, could be en- 
irely misleading. 
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What the Record Shows NOTE: 


This chart excludes the 


sale of 90,106 shares and the gift of 22,000 


shares of General Motors by Alfred P. Sloan, Jr., in April, 1959; the sale of 157,123 


Knough of introductory re- 
marks. Let’s look at the record. 
Insider transactions so far this 
year — through May, the latest month available — 
show clearly that corporate executives are not dis- 
turbed about the business outlook but believe that 
the recovery is firmly based. Insider sales, while a 
triile higher than the level which prevailed during 


November, 1957. 


the last quarter of 1958, are still moderate on a long- 


range basis. For the 100 major corporations selected 


» as an index, they have been running pretty consis- 
> tently around 80,000 shares a month from January 
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" through May. These figures take on added signifi- 
/ cance when interpreted in the light of market con- 


ditions. With stock prices already at an all-time high 
at the beginning of this year, the incentive to a pre- 
cautionary liquidation on the part of many trusts 


> and personal holding companies controlled by in- 


siders would have been strong if even mild doubts 
had been felt about the foundations of our present 
business prosperity. The failure of insider sales to 
respond more positively to rising stock prices is 
indeed a sign of confidence. 

The companion measure, insider purchases, also 
provides cheering evidence. To be sure, purchases 
have not been accelerating, but they have recently 
remained fairly steady at around 30,000 to 50,000 
shares a month for our 100 representative industrial 
corporations. This is not merely a higher level than 
prevailed during the corresponding period last year, 
when the market was 30% lower than at present, 
hut, again, is significant because purchases have not 
dried up with the advancing prices. Even the ap- 
parent decline in purchases for May to 27,640 shares 
is probably due in part to a lag in reporting. The 
sharp jump in insider purchases in December of last 
year reflected the purchase by J. H. Kindelberger, 
president of North American Aviation, of 36,000 
shares of his own company. Removal of this distor- 
tion would mean that purchases in March, April and 
probably also in May were otherwise at their highest 
level since July — August of last vear. and with the 
exception only of those two months the highest in 


the period of nearly two years covered by this study. 
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shares of Monsanto Chemical by a holding company controlled by T. H. Barton, a 
director, in December, 1958; and certain other large liquidations in September and 


Facts To Be Considered 


It deserves to be repeated, although already point- 
ed out in last November’s article, that any inclina- 
tion to compose a simple index of executive sentiment 
by weighing insider purchases against sales should 
be rejected. It is normal for insider sales to exceed 
purchases by a wide — and irregular — margin. 
This does not mean, of course, that insiders are un- 
loading stock on balance, but their acquisitions 
often come by inheritance, by purchase before they 
reach executive status and, particularly, by the stock 
option and bonus plan route. The latter two devices 
are not included within the definition of “purchases” 
in the present study, as they are frequently involun- 
tary in respect to timing and do not represent the 
spontaneous initiative of the officers involved. Large 
insider liquidations, on the other hand, are constantly 
being prompted by diversification programs or the 
breaking up of estates. Nevertheless, the clearly in- 
dicated narrowing of the gap between insider sales 
and purchases, as in recent months, can only have a 
favorable interpretation. 


Insider Purchase and Sales of Individual Company 


So much for insider transactions in the aggregate. 
Let’s examine the record for some individual com- 
nanies. First of all, in looking at purchases, it has to 
be conceded that this data usually provides less 
positive clues than sales, at least in the case of in- 
vestment calibre companies. The smaller and more 
volatile organizations, whose antics provide much of 
the financial copy for our daily newspapers, do fre- 
quently experience concerted buying waves on the 
part of their own officers; but among larger and 
more stable companies, accumulation is normally 
such a gradual process that it is difficult to discern 
trends. 

However, American Can, American Radiator, 
Container Corp., Continental Can, National Dis- 
tillers, Texaco and United (Continued on Page 576) 
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Inside 
Washington 








UTILITY COMPANIES, told by the Federal Power Com- 
mission that they cannot charge advertising ex- 
penses as a cost of producing electricity for pur- 
poses of fixing rates to consumers, believe they have 
an excellent chance of prevailing upon appeal. The 
advertisements which were questioned raised the 
public power vs. private power issue, complained 
that the private utilities are being taxed whereas 
the TVA goes almost free of such levies. This, said 
FPC, raises the “political question” of subsized 





WASHINGTON SEES: 


Democratic strategists agree their immediate 
problem is to win the peace within their own 
ranks and that the chore isn’t going to be a sim- 
ple one. National Chairman Paul A. Butler’s 
downgrading of the party’s performance on the 
legislative front is more than a needling to bring 
about faster and more decisive action on a broad- 
er front. It is aimed at the leadership, a southern 
monopoly, and its purpose is to insure nomina- 
tion of a northern liberal rather than a southern 
conservative at the 1960 Presidential convention. 

The President’s liberal use of his veto power 
figures in the campaign plotting. Ike had made 
his demurrers stick even though it must be agreed 
there is inconsistency in the rigid insistence on 
economy at home and threat of special session if 
free handed spending abroad is curbed. 

Butler wants his party to heap bills on Ike/s 
desk, make him rseponsible for denying “public 
improvements” of vote-corraling value. That’s the 
“liberal” approach. But the southern conservatives 
aren’t going along with that idea and the Nation- 
al Chairman is indicting them for running out on 
their campaign platform pledges. For delegate 
winning purposes, of course. Butler may be over- 
playing his hand in the mistaken notion that the 
country is more interested in campaign issues than 
in economic operation of the government. 

















By “VERITAS” 


, 


power production and constitutes “lobbying.’ 


PRACTICAL EFFECT of the ruling, if it stands, is to 
create a precedent sweeping across the entire spec- 
trum of the highly-touted “economical” nationaliza- 
tion of industry. President Eisenhower once re- 
ferred to the Tennessee Valley Authority program} 
as creeping socialism. Companies which are privat + 
ly financed compete with TVA. But under the Power 
Commission ruling they would not be permitted to 
charge, for rate basing purposes, their advertising 
budgets as a “cost of operation.” The tenor of the 
ads was to inform the public that the TVA and other 
public power rates are subsidized, that the taxpayer 
makes up the difference between the low rate listed 
and the true cost. This, said FPC, is “lobbying.” 
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JUNKETING CONGRESSMEN who have been on spend- 

ing sprees at public expense and covering up their 

side trips and “guest” bills will resist legislation 

which has been reported by a House Committee. 

The proposed law would require each lawmaker who | 
takes part in the now-popular “inspection” trips | 
overseas to account for the amount of “‘counterpart 
funds” he used up. These funds are blocked curren- 
cies which represent payment to the United States 
for materials furnished, but are not convertible to 
dollars and therefore are spendable only in the | 
country of issue. Congressmen have been treating 

the currency like stage money while the expenditure 

is charged against a committee. Under the bill, the 

debit would name the individual spender. 


ROR TT 


CONGRESS has launched an investigation into the 
use of service personnel as housemaids, baby sit- 
ters, yard men, bartenders, waiters, chauffeurs, etc. 
Rep. Frank Kowalski who left a coloneley in the 
Army to run for Congress last November says the 
equivalent of a field division has been diverted. Since 
the inquiry began, more wives of officers are plung- 
ing into housework. But Kowalski has records, affi- 
davits, and assignment sheets. His complaint is that 
taxpayers shouldn’t pay $8,000-$9,000 for military 
training, to produce a bartender or baby sitter. 
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The Evidence is adding up that the Eisenhower 
Administration must do the job of bringing labor racketeers 











to book. The democratic-controlled Congress displays no 
sign of intent to cope with the evil, contenting itself 
with toying with trifles and depending upon pious 
breast-beating declarations of intent, to convince the 
public that the issues are being faced with determination. 
Since the White House cannot pass laws, it is doing the next 








best thing: through the Department of Justice it is testing 








the expanse of existing statutes and laying plans to carry 








judicially upheld powers to their highest useful level. 
The strategy is working very well. 





Vote Tests Show there isn't the slightest chance that a 
meaningful code of law will come out of the performance that 


























adjust to without giving up an iota of the 


swer they have exerted in the past. Of 
course there are high-sounding mandates 
concerning regular and open elections of 
officers and banning the real bad boys from 
offices. But if the Jimmy Hoffas can't 
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fed and happy while remaining within those 
stipulations, they have lost their cunning 


overnight. 


Stock Answer of Labor's spokesmen to 
call for legislation to curb thievery, 
embezzlement, and hoodlumism in unions, 
namely, that there already exist laws 
sufficient in scope on the state level, is of 
course no answer. Why the obvious flaw in 
that contention hasn't been publicly exposed 
raises the question whether the legislators, 
most of them lawyers, cannot see it or will 
not see it. Unions are interstate in 
character; they do business over state lines 
and their top management is engaged almost 
wholly in interstate commerce. State Laws can 
reach misdeeds committed within the borders 
of that state, but are powerless to move 
against conspiracies when the proofs, the 
principals, and the actions, involve many 
States. Since Hoffa is Exhibit A in the case 
for new and sweeping legislation, his 
manipulations supply the answer: Hoffa does 
not operate on an intrastate basis. His is 
not the case of drunken driving in which the 
Culprit is punished in whatever state he 
commits the offense; the misdeeds charged 
against him call for the production of 
evidence, witnesses, co-conspirators who 
are beyond the reach of any single state's 
Subpoena or warrant. Only the Federal 
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has been going on for several months on Capitol Hill. The 
Senate passed a bill that would put the unions under heavy 
penalty for doing things they are not doing, or can readily 


Government's jurisdiction, which knows no 
State border, has a long enough arm. 











Labor leaders and some of their echoes 
who occupy seats in the Senate and in the 
House exhibit a convenient lack of knowledge 
of legal history. They blithely overlook 
the fact that Federal and State jurisdiction 
over crimes has arisen in the past, many 
times, and has been settled on the side of 
the law-abiding citizenry minus the current 
solicitude for malefactors. It was a crime 
against the state to steal automobiles 
before automobiles were known (they became 
"property of others" when they were 
invented and the existing statutes against 
theft sufficed until states got around to 
more strict enactments). It was found that 
Stealing cars and transporting them to other 
States for more ready and harder-to-detect 
Sales had become big business. Congress 
passed he Dyer Act which makes it a Federal 
offense to cross a state line with a Stolen 
car. 

















immorality was long attacked on the local 
level. But when prostitution rings 
branched out with offices in all principal 
cities, the Mann Act came along as Congress’ 
answer to a problem that still could be 
prosecuted on the local Scene, but not as 














National liquor prohibition was a blend of 
Federal and State jurisdiction. That there 
was little more than token prosecution 
before either set of courts does not impair 
the basic principle here involved, namely, 
that state law is not enough. 


Antitrust Law is the big gun in the 
Administration's arsenal. And Ccngress 
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can do nothing to dull it (except, of 
course, take the unthinkable step of 
amending it out of usefulness). There is 
confusion over the scope of the monopoly 
laws. A well-tutored school of thought holds 








other sections of the Criminal Code, but for 
ducking Federal tax payment to avoid 
disclosing sources of illicit income. 
Congress wouldn't pass laws in the Roaring 
20's to stop bootleggers, thievery, 




















that unions are exempt from the reach of this 








violence, and murder. There were adequate 











statute. This misconception is based on 
blowing up beyond recognition the Norris- 
LaGuardia Law on ending union strikes. 
Decisions since that law was passed have 
refined its meaning. It no longer is an eScape 























local laws to cover those crimes, it was said, 














Racketeers pored over the Capone 
with greater intensity than law students 
did. The result has been more care in 

















hatch for a crooked union boss, or for 
management which pleads self-preservation 
as an excuse for violation. 











West Coast activity in the local waste 
fats markets only recently brought the 
anti-monopoly law into play. There was 
little Los Angeles could do to end rigging of 
prices in the local waste fats market. But 
the Federal Government has indicted Union 
Chieftain Mike Singer and he will be brought 
to trial on a charge not found in California 
statutes. In Hammond, Ind., Mike Sawochka, 
another teamster, has been indicted for 
conspiring to end price competition among 
gasoline filling stations. Irving Bitz has 
been indicted for attempting to monopolize 
the newspaper delivery business in the New 
York-New Jersey area with a profit of hundreds 
of thousands of dollars to him, according to 
sworn Congressional testimony. 





























Indictments numbering four and involving 
employers, hoodlums and some union officials 
have come down in the past few months. There 
are 10 grand juries sitting today hearing 
testimony on labor union abuses, some of them 
in concert with management, some involving 
only the labor groups. In the past few years 
several building trades unions have been 
brought before the bar of justice for 
boycotts which resulted in monopolies, 
Several of them injuring managements not 
parties to the action. 





























Congress has forced the hand of the 
Administration. In spite of the proofs that 
racketeering in unions can better be met on 
the national scale, the legislators neglect 
and refuse to extend the Federal law to 
afford the relief the antitrust actions 
assure, but ina much broader field. Al Capone 
became the instrument for wider use of 
income tax avoidance penalties to close 
down a racket of immense proportions. 
Capone was effectively taken out of 
circulation, not for murder, bribery or 
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handling funds, expert accounting service in 
keeping books and reporting incomes. This 
has increased reliance on the antitrust law. 
Another important consideration is this: 

A witness must testify before a grand jury 
inquiring into trust law violation — he 
cannot be convicted on the basis of what he 
reveals, therefore there is no Fifth 
Amendment escape. Not so with a witness 
called before a grand jury in a criminal 
inquiry or a probe of Taft-Hartley Act 
violation. 






























Fear of Prosecution, or the deterrent 
aspect, is one of the justifications for anya 
penal code. It probably is at least as - 
effective as the other premise: punishment 
of the guilty. The racketeer operating in | 
interstate commerce but remaining physically | 
within an area where he violates no local r 
law, is immune to prosecution and will be sof 
until Congress enacts a more comprehensive 
"conspiracy" statute. As suggested above, 
he may leave the financial worries to well- 
advised stooges who will run any risk at a 
price. And until the Department of Justice 
accelerates its activity in the monopoly 
field he has little occasion to fear 
prosecution there. 























Public Interest goes beyond the commendable © 








monopoly boosts the price of waste fats, 
it raises the cost of the end products ; % 
when gasoline service stations are forced 
into an agreement (or enter one willingly) 5 
that deprives the car owner of the benefits [ 
building tradesmen, or contractors, agree 
not to install window frames unless the glass § 
panes are put in place on the job, the 
benefits of money-saving technology are 
lost. Senator McClellan summed the 
Situation clearly: Racketeers in the labor 
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citizens which the Government of the United 
States would not dare impose. 
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so) Lhe HAWAII of today... 
with a glimpse into the future 


— Her people, her economy, and her politics 
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By STEWART HENSLEY 


HEY’RE talking boom times in the Island Para- 
dise of Hawaii, now celebrating its admission tu 
the Union as the 50th state. 

And some hard-headed mainland businessmen and 
investors agree with the local boosters’ claims of 
“spectacular” economic opportunities. 

The very special geographic and economic factors 
make it advisable to carry out a detailed study be- 
fore plunging into any particular field. 

But the general picture is one of record pros- 
perity, continued political stability, an increasing 
supply of skilled labor and prospects for steady 
long-term growth. 

The ideological and racial bugaboos which for 
some years prevented Hawaii’s admission as a state, 
appear to have lost their validity in the wake oi 
completely negative FBI and Congressional reports. 

And a look at the figures will show that there 
should be no fear that the new state will be or be- 
come an economic burden to the Union. The evidence 
is all to the contrary. 

Hawaiians last year paid $178 million in taxes to 
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the Federal Government, more than some states 
which have been in the Union a long time. And the 
Territorial Government, which now has become the 
State Government, wound up the fiscal year with a 
budgetary surplus of $11,500,000. 

Hawaii in 1957—the last calendar year for which 
complete figures are available—had a total income 
from sources outside the island, principally the U. S. 
mainland, of $856 million. Its total expenditures 
abroad during that year were $833 million, leaving 
a favorable balance for the Hawaiian economy of 
$23 million. 





Progress in the past Five Years 


Investments: During the past five years mainland 
interests have invested more than $200 million in 
construction on the islands, virtually all of it on 
Oahu, the most populous island, which is the site of 
the capital, Honolulu. 

This money from mainland banks, insurance com- 
panies and private investors, has gone into hotels, 
apartments, housing developments, supermarkets 
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aid a big new refinery to handle crude shipped in 
from Indonesia. 

Defense is still the major industry in the Hawai- 
ian Islands, with the Federal Government spending 
$385 million in 1957 to maintain its installations in 
the strategic Pacific position. 

Agriculture was the second largest industry, 
bringing the Islands $278 million from its exports 
that year. 

The towrist industry ranks third. Income from 
this source runs about $80 million per year. 


New Enterprises Planned 


Hawaiian officials and businessmen recognize that 
Federal defense expenditures, although expected 
to continue at a high level for the foreseeable future, 
are a source of income whose level is completely be- 
yond the control of local authorities. For that rea- 
son, they are making intensive efforts to increase 
income from other sources. 

Considerable effort has gone and still is going 
into increasing manufacturing activity, with em- 
phasis on small industries to fill consumer needs 
heretofore supplied from outside the Islands. 

And the Hawaiian Visitors’ Bureau estimates that 
in ten years, at the present rate of increase, tourism 
will become the number one industry of the islands. 


The People and the Land 


A brief excursion into history is helpful in under- 
standing Hawaii, its people and economy—and how 
it became what it is today. 

The “Sandwich Islands’, as the British called 
them, were discovered in 1778 by Captain James 
Cook, English explorer. They were populated by 
Polynesians who had crossed the Pacific centuries 
earlier. 

In 1795, warrior chief Kamehameha proclaimed 
himself King of Hawaii, after whipping into line 
all his opponents in the Islands. This monarchy sur- 
vived until 1893 when Sanford Dole, of a family of 
missionaries who later became leaders in the pine- 
apple industry, managed to become President of a 
newly created “Republic of Hawaii’. 

Five years later, in 1898, the Republic offered to 
be annexed to the United States and Congress pass- 
ed a joint resolution accepting the offer. Hawaii was 
declared an “integral part of the United States”’. 

Western civilization’s influence in the Hawaiian 
Islands dates from 1820, when Christian mission- 
aries from New England arrived. This was followed 
by sugar cultivation on an ever-increasing scale and 
large numbers of Japanese, Filipinos and Chinese 
were brought in as laborers—particularly during 
the latter half of the 19th Century. 

Of Hawaii’s present population of close to 600 
thousand, the largest racial group is the 37 percent of 
Japanese ancestry. Whites from mainland America 
comprise about 23 per cent of the population, native 
Hawaiians and part-Hawaiians account for 17 per 
cent, with 12 per cent Filipino and 6.5 per cent 
Chinese. 

Now, 84 per cent of the population are native- 
born American citizens. And they’re good citizens, 
too, according to the record. 


Hawaiians as a People 


Some opponents of statehood cited this polyglot 
population as a reason for opposing Hawaii’s ad- 
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mission to the Union. They questioned the loyalty 








to the United States of the Japanese and Chinese§ 


ancestry groups. 
But a Hawaiian unit made up of Americans of 


Japanese ancestry won more decorations than any} 


other unit during World War'II and Hawaiians 
rolled up an outstanding record in Korea. 

FBI Director J. Edgar Hoover added to the loyal. 
ty evidence by testifying that during World War II 
there was not a single case reported of sabotage by 
a Hawaiian. 

There is no racial unrest in Hawaii. Schools have 
never been segregated. The Caucasians dominate the 
business and political life but the Hawaiians of 
Oriental ancestry predominate in the legislature. It 
is likely that Hawaii’s first representative to tne 
U. S. Congress following Statehood will be one of 
oriental ancestry and its possible this group wil! 
win one of the two Senate seats. 


Their Politics 


Opponents of Statehood for Hawaii, during their 
long but finally unsuccessful struggle, also raised an- § 


other issue which is of importance to those consider- 
ing investment and business opportunities in the 
Islands. 

This concerns the fact that Harry Bridges’ In- 
ternational Longshoremen’s and Warehousmen’s 
Union (ILWU), expelled by the AFL-CIO as com- 
munist-dominated, has organized the sugar, pine- 
apple and longshore workers in Hawaii. There have 
been charges that he could cripple the Hawaiian 
economy and hamstring the vital defense base at a 
critical juncture if he wished. 


Hawaiian Officials Deny This 
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They cite as evidence to support their stand the § 


fact that ILWU leaders failed in their strenuous 
efforts to block the inclusion of a strong anti-Com- 


munist provision in the new State’s Constitution. | 


And a report of the Senate Interior and Insular 


Ls 


Affairs Committee in 1954 declared that the ILWU © 


leadership obviously did not have “the power to play 
into the hands of the enemies of America.” 


Geographically 


A third argument once heard against Hawaiian © 


Statehood was based on the fact that it was not con- | 


tiguous to the mainland—but that argument was de- 


stroyed when Congress admitted Alaska earlier this 7 


year. 

The main Hawaiian Islands are eight major peaks 
at the southeastern end of a submerged volcanic 
mountain range. More than two dozen islands are 
recognized as belonging to the Hawaiian group but 
only seven are populated. 


The largest island in the group is Hawaii, from | 


which the chain takes its name. On it is Hilo, the 
second largest city in the new state. 
But more than 75 per cent of the population of 





the island chain live on Oahu. This is the island on © 


which are situated the capital of Honolulu, the great 


Pearl Harbor military base and the famed Waikiki § 


Beach. 


Economically and Financially 


The Bank of Hawaii offers the following explana- | 


tion for the concentration on Oahu of operational 
control of the economy: 
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——— THE HAWAIIAN ISLANDS ——— 





ECONOMIC AND DEMOGRAPHIC DATA 
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ACRICULTURE 
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AIRLINE MILES FROM HONOLULU 
Hewat ‘Hilo 216 


Mew (Karhulur 
Metekal ‘Hoolehue 33 











“The rise in importance of Oahu has been based 
on (1) the expansion of defense activity; (2) the 
increase in tourist trade; (3) the growth of diversi- 
fied industrial production; (4) the increasing impor- 
tance of government services and employment on 
Oahu; (5) the centralization of management, bank- 
ing, insurance and utilities in Honolulu; and (6) 
Honolulu’s role as the central shipping and airport 
center for overseas freight and travel, as a central 
point of contact for the other islands with all parts 
of the World and as an inter-island transportation 
and market center’”’. 

Oahu’s proportionate shares of the major activi- 
ties of the entire Island group are large indeed— 
retailing, 85% ; services, 84% ; manufacturing, 90% ; 
wholesaling, 90%; taxes, 77%; population. 78% 
construction, 92%; wages and salaries, 83% and 
employment, 75%. 

Oahu is the center of the inter-island air services 
which operate on schedules approaching those of 
commuter buses. The inhabited islands are linked 
by radiotelephone service. 

The Hawaiians are attempting to increase tourist 
interest in islands other than Oahu because of the 
increasingly crowded situation on the most povulous 
island. But the well-publicized lure of Waikiki 
Beach, two miles from downtown Honolulu, con- 
tinues to make it the focal point of tourist interest. 

It is at Waikiki; that Henry Kaiser has spent $14 
million to build his Hawaiian Village for tourists 
and the Sheraton Hotel interests spent $18 million 
to purchase four existing hotels. 

Kaiser’s plans reportedly call for a total building 
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spree of $100 million if his financial backers, the 
Bank of America, agree. 

The new steel and concrete Ala Moana shopping 
center at Waikiki is going up on what once was an 
unhealthy swamp, reclaimed by the Dillingham in- 
terests. Lowell Dillingham, head of Hawaiian 
Dredging Company, was the master mind of the 
new business center which will house eighty stores, 
and many offices, and park 7,000 autos. 

Land is a major problem in the Hawaiian Islands, 
particularly on Oahu. And the situation is expected 
to become increasingly acute as the new State ap- 
proaches its predicted population of one million by 
1975, with most of the new residents on Oahu. 

The State Government and the military services 
hold half of Oahu’s land for watershed and defense 
installations. Ten big estates, originally granted by 
King Kamehameha III, own half of what is left. 
Smaller estates hold another five per cent of the 
total. 

The estate trustees lease land but until recently 
refused to sell. But there is mounting pressure in 
the Hawaiian legislature to break up the feudal 
land holdings and some estate trustees, apparently 
anticipating the inevitable, have begun to sel] some 
acreage. 

Visitors to Hawaii expecting to find a “grass hut 
economy” and foreign atmosphere are quickly and 
sharply disabused of their notion in that respect. 

Honolulu is a thoroughly American city and the 
Island of Oahu throbs with industrialization and 
commercial development. 

Wages in Hawaii are (Please turn to page 575) 
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Part One: Makers of Devices and 
Controls-Communications-Radio-TV 


HE future of electronics was never more firmly 
rooted, nor brighter, than it is today. The com- 
bination of space age technology, automation, nu- 
cleonics, instrumenation and mass communication, 
assures that most things electronic will be high on 
the demand list at all times in the foreseeable future. 
But the glowing industry outlook bears little re- 
semblance to the earnings performance most com- 
panies in the field have demonstrated to date, and it 
probably never can be bright enough to justify the 
stratospheric prices for some of the stocks in the 
group. 

A good part of the reason for the differing out- 
look for the industry and the earnings position of 
the companies that comprise it is the simple fact 
of over-crowding. In effect, everybody and his 
brother is in the electronics industry and more are 
entering every day. Thus, as rapidly as the overall 
pie is growing, the parties looking for a piece are 
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Why prospects for 


DYNAMIC ELECTRONICS INDUSTRY 


are brighter than company earnings 


By MALCOLM T. McVEY 


multiplying even more quickly. True, in some seg- 
ments of the industry, such as appliances and tele- 
vision set manufacture, the reverse process has al- 
ready set in, weeding out some of the weaker sis- 
ters. But in these two fields realities are dictated by 
the cold logic of the marketplace. 
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In other segments of the electronics field, how- : 
ever, military logic prevails, resulting in a broad- | 


scale awarding of contracts to newcomers and vet- 
eran companies alike. Perhaps this is best from the 
Defense Department’s point of view, but the inves- 
tor cannot lose sight of the fact that competition is 
wide open in this field, and that capital requirements 
for entering it are small, as long as the government 
is willing to foot the bill. 

The result of this process has been to reduce the 
electronics industry to a hodge-podge of industria! 
entities that literally defy classification. Appended 
to this article are tables giving the recent data and 
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Leading Electrical & Electronic Equipment Producers 
Full Fiscal Years Dividend Net Per Price Div. 
Net Profit Net Per Per Share Shore Range Recent Yield 
Net Sales Margin Share 1958 1959* 1958 1959 1958-59 Price % 
1957 1958 1957 1958 1957 1958 —Ist Quarter— 
——(Millions}—-_ % % 
INDUSTRY LEADERS: 
GENERAL ELECTRIC ..............0.4 $4,335.6 $4,120.7 5.7% 5.8% $2.84 $2.77 $2.00 $2.00 $ 62 $ .74 8434- 57 82 2.4 
wW.C. (mil.) ‘57-$617.1; ‘58-$704.6 
VESTINGHOUSE ELECTRIC .......... 2,009.0 1,895.7 3.6 3.9 4.18 4.25 2.00 2.00 73 81 98%- 5542 95 2.1 
w.cC. (mil.) ‘57—$706.7; ‘58-$729.7 
LECTRONIC CONTROLS: 
AMER, BOSCH ARMA ............c0000008 134.5 115.8 3.7 4.1 2.67 2.50 1.20 1.20 46 76 39%- 19% 33 3.6 
V.C. (mil.) ‘57—$17.3; ‘58-$18.7 
Rs sassinantcscncinnwinscsts 314.8 282.9 3.3 3.3 70 1.00 40 40 .30 14 1758- 5% 15 2.6 
/.C. (mil.) ‘57—$74.0; ‘58—$68.0 
ECKMAN INSTRUM. ... 39.81 5.5 42.3 161 964.701 _ — 4322 1.062 73%4- 18% 58 — 
V.C. (mil.) ’57-$6.3; ‘58—$7.7 
SENDIX AVIATION. ..........ccccccsssreee 711.2 623.7 3.8 3.3 5.44 4.18 2.40 2.40 1.733 2.153 89 - 44% 82 2.9 
N.C. (mil.) ‘57—$126.1; ‘58-$132.7 
CONSOL. ELECTRODYNG. .............. 30.5 320 25 3.6 73 4a 40 40 4.26 32 47%- 27% 37 «1.0 
W.C, (mil.) ‘57—$12.5; ‘58—$11.0 
TURN Gla sicsnnsissasciscssssinsnsses 81.7% 76.6% 2.8 By 2.57 62% 1.20 1.20 NAA. N.A.  4934- 30 41 2.9 
V.C. (mil.) ‘57—$23.2; ‘58—$21.7 
GEN. PRECISION EQUIP. ............... 185.0 168.3 2.3 1.7 3.03 4.74 85. — 16 57 45%2- 27 40 — 
W.C, (mil.) ‘57—$47.4; ‘58—$53.2 
Rr I I psteicesesacncascinnaiinnans 592.8 635.1 3.7 4.1 1.56 1.81 .90 1.00 42 43 45%2- 14% 37 2.7 
W.C. (mil.) ‘57—$200.8; ‘58-$233.9 
LITTON INDUSTRIES 83.15 6.4 4.4 1.515 2.135 —_— 7 1.595 2.296 1247%- 36% 126 — 
W.C. (mil.) ‘57—$6.7; ‘58—$23.1 
MINN. HONEYWELL REG. .............. 324.8 328.9 6.5 6.9 3.07 3.23 1.75 1.75 61 85 141'2- 76 138 1.2 
W.C. (mil.) ‘57—$131.8; ‘58—$135.3 
RAYTHEON MFG. ...... 375.1 2.6 2.5 1.70 3.08 8 8 58 71 73%- 21% 56 — 
W.C. (mil.) ‘57—$45.4; ‘58-$52.8 
TEXAS INSTRUMENTS .................... 67.3 71.9 55 6.5 1.11 1.84 -- - .34 74 15334- 26% 150 - 
x W.C. (mil.) ‘57—$11.1; ‘58—$18.0 
: TUNG-SOL ELECTRIC ..................0... 64.1 598 4.8 4.4 3.31 2.67 1.40 1.40 52 78 54Vs- 23% 45 3.1 
bi W.C. (mil.) ‘57—$24.3; ‘58—$22.1 
4 W.C.—Working capital. 1_Year ended June 30. 5—Years ended July 31. 
ie *—Based on latest dividend reports. 2—9 months ended March 31. 6—_9 months ended April 30. 
i d—Deficit. 3—6 months ended March 31. 7—Paid 212% in stock thus far 1959. 
N.A.—Not available. 4—Years ended March 31, 1958 and 1959. 85% in stock. 
9—_~6 months ended June 30. 
General Electric: Continued improvement in earnings expected despite General Precision Equip: Shorp earnings recovery expected after deficit 
slower heavy equipment sales. No change in dividends. Al last year. Dividend prospects still poor, however. 
Westinghouse Elec: Continued moderate year to year improvement is International Tel. & Tel: Recent successes indicate a record year for this 
indicated. Financial position is strong. Al major company. Earnings should top $2.25. B81 
American Bosch Arma: Sales this year are expected to show a mode- Litton Indus*ries: Aggressive acquisition program has enabled company 
rate increase due | to larger backlog of military contracts and also to become important in electronics and office equipment. Military busi- 
increased demand in the auto and diesel engine fields. BY ness is substantial. Stock sells at a high price-earnings ratio. 
Avco Mfg: After an excellent recovery in last two years, earnings may Minneopolis-Honeywell: Continued outstanding performance expected. 
decline this year. Defense business is a major source of total volume. Earnings should rise well over the $3.23 per share of last year. A 
Long range outlook good. C3 new record. Al 
Beckman Instruments: Company is a leader in its field. With instru- ; - : : 
. : . . Raytheon: Loss of a key executive poses an intangible for this com- 
mentation spreading further earings gains expected. Bt pany. Nevertheless sharp recent earnings gout heel continue. Mili- 
Bendix Aviation: Company has still failed to match expectations. Slight tary backlog large. BI 
earings improvement likely in 1959. 62 Texas Instruments: Sales expected to show a sharp increase this year. 
Consolidated Electrodynamics: Company is scoring good recovery after Growth prospects in company’s special fields continue excellent but the 
last year’s poor results. Stock is high. B2 stock appears to discount to some extent future prospects. B1 
Daystrom: Rising orders and success of Weston Instrument division in- Tung-Sol Electric: Initial results this vear have been excellent. Sub- 
dicates improved results. Bl stantial earnings recovery should continue. BI 
3 RATINGS: A—Best grade. 1—Improved earnings trend. 
B—Good grade. 2—Sustained earnings trend. 
C—Speculative. 3—Lower earnings trend. 
D—Unattractive. 
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performance characteristics of most of the recog- 


nized leaders in the field. But to be truly complete, 
separate tables would have to be included for air- 
craft manufacturers, auto equipment makers, textile 
manufacturers, chemical companies and railway 
equipment makers, all of whom are well represented 
in the electronics industry. The fact that many of 
these companies do not derive their major revenues 


enormous participants in the field. 


The investor, therefore, must recognize that his 
electronics company is in competition with several 
other types of companies, many of whom can afford 
to treat electronics as a sideline which does not have § 
to bring in the profit margin returns required of af 


company solely devoted to this one activity. 


from electronics does not mean that they are not 













& CONTROLS 
ALLIS-CHALMERS 


CUTLER-HAMMER 


FEDERAL PACIFIC ELEC. ... 


ROBERTSHAW-FULTON 


SANGAMO ELECTRIC 


McGRAW-EDISON 





W.C.—Working capital. 


d—Deficit. 
N.A.—Not available. 


pected. B2 


distribution equipment points 


Robertshaw-Fulton: 
its best year. 


Sangamo Electric: 


excellent year for Sangamo 


Square ‘'D’’: Pick 


W.C. (mil.) ‘57—$251.6; ‘58—$263.5 


W.C. (mil.) ‘57—$22.7; ‘58—-$19.6 


SQUARE “D” CO. ............... 
W.C. (mil.) ‘57-$26.9; ‘58-$28.5 


ELECTRICAL PRODUCTS: 


TOD CD, cn cscessecessvecrens 
W.C. (mil.) ‘57-$22.0; ‘58—$23.7 


SUNBEAM CORP. ................ 
W.C. (mil.) ‘57—$33.9; ‘58-$34.7 


WTP OGL CORP. ann. nccccoccscsscccecsees 402.3 
W.C, (mil.) ‘57—$46.5; ‘58—$74.1 


First quar! 





Fiscal Years. 








ELECTRICAL EQUIPMENT 


W.C. (mil.) ‘57—$14.3; ‘58-$16.5 
W.C. (mil.) ‘57—$22.5; ‘58-$22.8 


W.C. (mil.) ‘57—$12.9; ‘58—$13.1 


W.C. (mil.) ‘57—$75.6; ‘58—$83.2 


RELIANCE ELEC. & ENG. ... 
W.C. (mil.) ‘57—$13.1; ‘58—$11.8 


*—Based on latest dividend reports. 


Allis-Chalmers: Decline in heavy electrical equipment will be more than 
offset by heavier farm equipment sales. 


Small earnings advance ex- 


Cutler-Hammer: Inclusion of full year results from Airborne Instruments 
should raise sales and earnings substantially. B1 


Federal Pacific Electric: Enhanced outlook for electrical transmission and 


to higher earnings. 


Highly reoaided controls maker seems headed for 


sharp earnings improvement indicates 
Possibly a record year. 


up in capital spending should lead to improvement 


—Year ended June 30. 


Dividend Per 


Net Profit Net Per Share 
Net Sales Margin Share Indic. 
1957. 1958 1957 1958 1957 1958 1958 1959* 
——(Millions) % % 
paadet $534.1 $531.9 3.3% 3.5% $2.11 $2.34 $1.25 $1.00 
rhe 87.1 81.0 7.3 5.9 421 3.15 2.00 2.00 
ae 4951 5491 49 5.0 2.571 2.521 804 80 
eee 712 687 53 «5.8 2.36 2.40 1.50 1.50 
pe Atbeati 47.0 42.4 59 3.8 3.49 2.05 1.42 1.50 
es 104.1 91.3 87 64 1.74 1.12 1.00 1.00 
Shee 98.6 105.7 67 9.3 3.78 582 2.50 3.20 
as, 256.6 2408 57 42 283 1.84 1.40 1.40 
Te a 479 465 23 41.8 2.44 «642.28 1.80 1.80 
eases 104.93 90.83 89 9.4 3.033 2.783 1.65 1.65 
4046 26 25 1.61 154 1.00 1.00 
Se 


29 months ended March 31. 
3—Fiscal years ended March 28, 1958 and 1959. 
4—Plus stock. 


over last year’s ver oor results. 
y 


Leading Electrical & Electronic Equipment Producers—(Continued) 


—1Ist Quarter— 
Net Per Price 
Share Range 
1958 1959 1958-59 
$ 27 $4.43 3414- 22% 
-74 88 9154- 4012 
1.842 1.097 29%- 18% 
.40 “86 53%- 22% 
24 91 51 %- 25 
.27 27 —-347%8- 20% 
1.04 1.96 45%- 115% 
39 47 = 472- 31% 
4.22 93 60%- 31 
N.A. N.A. 66'2- 39% 
29 79 = 39%- 1612 


Recent Yield 


Price 


33 


84 


28 


53 


42 


34 


a 


46 


56 


60 


37 


Div. 


% 


3.0 


2.3 


2.8 


2.8 
3.5 


2.9 


7.8 
3.0 
3.2 
2.7 


2.6 


Earnings still far from good. B2 


Maytag: Outlook is for continued improvement for this highly successful 


producer. 


McGraw-Edison: 


transmission and distrbuton equpment point to good year. 


Pick up in appliances and definite improvement in 


Reliance Electric & Engineering: Good backlog indicates increased sales 


over coming months and margins should be better. 
dividend expected to continue. 





c i, A T di 


consistently profitable. 


The 45 cent quarterly 


g producer of small appliances, company has been 
Record earnings ahead. 


Whirlpool: After several years of hardship company’s efforts to recoup 
seem cobout to pay off. Excellent earnings improvement seen. 





RATINGS: A—Best grade. 


C—Speculative. 
D—Unattractive. 





B—Good grade. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—tower earnings trend. 
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W.C. (mil.) ‘57—$45.1; ‘58—-$53.0 


W.C.—Working capital. 
d —Deficit. 
N.A.—Not available. 
Based on latest dividend reports. 


Leading Electrical & Electronic Equipment Producers—(Continued) 


Full Fiscal Years———_____ Dividend Per —1st Quarter— 
Net Profit Net Per Share Net Per Price Div. 
Net Sales Margin Share Indic. Share Range Recent Yield 
1957 1958 1957 1958 1957 1958 1958 1959* 1958 1959 1958-59 Price % 

RADIO & TV (Millions) % % 
PR, TES anscecicsscnsesece coscocese $172.6 $170.7 5.5% 8.0% $ .41 $ .58 $— $ $4.64 $ .30 29'2- 7 244 — 
W.C. (mil.) ‘57—$40.4; ‘58-$38.7 
AMER, BROAD.—PARA. ..................... 215.8 244.8 2.2 2.1 1.10 1.21 1.00 1.00 43 54 29%- 13 28 3.5 
w.cC. (mil.) ‘57—$45.8; ‘58-$47.1 
COLUMBIA BROAD. SYS. ..... .......... 385.4 411.8 5.7 5.9 2.82 3.01 1.00 1.20 83 87 4834- 2412 46 2.5 
W.C. (mil.) ‘57—$92.9; ‘58—$83.7 
CENERAL TEL. & ELECTRONICS ....... N.A. N.A. N.A. NLA. 3.01! 3.18! 2.00 2.00 .66 77) 3 =73%4- 40% 72 2.7 
/.C. (mli.) ‘57—$(NA); ‘58-$154.8 
HOFFMAN ELECTRONICS ................. 40.9 39.5 4.0 4.3 2.25 2.31 -50 .60 59 79 43 - 10% ss 63 
w.C. (mil.) ‘57—$9.0; ‘58—$$.2 
MAGIA GO. cnccccecsccscsescescccsesese 87.42 82.5> 4.2 3.1 3.90° 2.507 1.504 1.504 3.343 2.623 70 - 30% 61 2.4 
WC, (mil.) ‘57—$18.3; '58-$16.4 
I aiaiiicitenicinriatntisndannienttisicsias 226.3 216.5 3.4 3.4 4.04 3.80 1.50 1.50 35 1.35 130 - 35 113 «1.3 
W.C. (mil.) ‘57—$52.2; ‘58-$54.6 
PUG IES prsnsnieniatstarenniencnercacces 372.6 351.0 1.1 8 .93 61 5 4.30 .37 3634- 12% 30 — 
W.C. (mil.) ‘57—$79.3; ‘S8—$78.7 
RID inisscamncsniesiniaseninsimininieean’ 1,170.7. 1,170.6 3.2 2.5 2.52 1.98 1.50 1.50 59 .88 71 - 30% 68 2.2 
w.C. (mil.) ‘57—-$305.5; ‘58—-$307.9 
I  aiscbiickenbinteasienarnane 160.0 195.0 5.1 6.2 2.76 4.10 1.67 2.00 69 1.12 13634- 20% 116 1.7 


Consol. net per share, 12 months ended March 31, 1958 and 1959. 
-Years ended June 30. 

-9 months ended March 31. 

Plus stock. 

Paid 2% stock. 


Ame WW 





Admirol Corp: Overall pick up in business and larger defense ship- 
ments indicate first good year since 1956. C1 

American Broadcasting-P: t: Goed results expected from expanded 
television broadcasting operation. B2 





Columbia Broadcasting: Telecasting revenues on the rise. Company’s 
prospects somewhat cloudy because of prospective new ventures. B2 


General Telephone & Electronics: Solid utility operations combined with 
newly acquired Sylvania business should add up to more rapid earn- 
ings growth. 


Hoffman Electronics: Electronic devices for defense account for over 
half of sales volume. Major contracts indicate increased volume this 


RATINGS: A—Best grade. 
B—Good grade. 
C—-Speculative. 
D—Unattractive. 





year. Dividend yield small. C1 


Magnavox: Highly regarded producer of quality TV and phonographs. 
Earnings growth of recent years should continue. 


Motorola: New products will play a big role in raising Motorola’s earn- 
ings to record levels. 


Phileco: New products, the first successful portable TV set and rising 
defense operations should lead to first successful year since 1955. 


Radio Corp. of America: Huge defense backlog, and steady improvement 
in appliance and television sales indicates record earnings. BI 


Zenith: Outstanding record of accomplishment. No slowdown in excel- 
lent record of earnings growth. Al 


1—Improved earnings trend. 


2—-Sustained earnings trend. 
3—1ower earnings trend. 




















How Much Growth? 


In view of this extraordinary competition, and 
the fact that companies are always coming along 
to invade the lucrative markets pioneered by others, 
the seasoned investor will take a good look at the 
real growth prospects of a company before paying 40 
to 50 times earnings for a stock (or 70 times as in 
the case of Texas Instruments.). A little logic will 
help place growth in realistic perspective. If a com- 
pany has doubled its sales and earnings in each of 
the last two or three years, the market has quickly 
placed a fantastic premium on it shares. Yet none 
with discerning reasoning powers can believe that 
any company can continue to double its performance 
for any significant number of years. For if it did, 
the company with $100 million in sales this year 
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would have over $50 billion in sales just 10 years 
from now—a most unrealistic figure. 

Moreover, it is just as unrealistic to assume that 
any particular product can continue its initial 
growth rate for long. Television sets—and later 
television tubes—provide an excellent example, and 
a pointed one since many investors were burned 
badly in shares of these companies for not realistic- 
ally appraising the logic of growth. The fact is that 
the same companies, such as Sylvania (now part of 
General Telephone & Electronics) which won out in 
the tube industry race just ten short years ago, are 
now seeking new areas for investment since the 
growth prospects for TV tubes are practically nil. 

The above may appear extreme, but it can be 
pointed out that Texas Instruments, which earned 
$1.84 per share last year (Please turn to page 573) 
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What's Ahead for the 
OFFICE EQUIPMENTS 


By JOHN McCRACKEN 


> The readjustments being made in companies large and small profiting 
from experience and high cost of research 


& The leaders and laggards—those making a comeback 
> Earnings — dividend prospects for individual companies looking to 1960 


HROUGH recession and boom alike the sales 

curves of the office equipment manufacturers 
continue to soar. And through recession and boom 
alike the profits derived from these sales continue 
to be a mere pittance compared with the huge 
volume the industry generates and the enormous 
capital it has expended on research and product 
development. 

IBM, Addressograph Multigraph and Pitney- 
Bowes are exempted from this unhappy position, 
but for the rest of the industry, office automation so 
far has been a bottomless pit into which scores of 
millions of research dollars have been poured with- 
out any appreciable return. Even Sperry-Rand, one 
of the pioneers in the field has failed to capitalize 
on its early lead despite the fact that it is one of 
the few companies in the industry that can really 
afford the huge outlays required. 

Of course, Sperry and others such as National 


556 


Cash Register have lucrative pastures elsewhere | 
which offset the poor results of their office equip- § 


ment lines. But for the less generously endowed 
companies such as Underwood, Burroughs and 


ASTI TS 


F 





Royal-McBee the situation is akin to a man dying | 


of starvation in the midst of plenty. 


Underwood has finally read the handwriting on 


the wall and has begun retrenching in the electron- § 
ics field. The four year attempt to become an im- 

portant factor in this expensive industry almost | 
ended in financial disaster as losses for the three | 


years 1956, 1957 and 1958 added up to over $22 per | 


share. Rather than continue along this path, Under- a 


wood has elected to restyle its typewriter lines and 
institute an aggressive sales campaign to recapture 
its former eminence in that field. With others in the 
industry still concentrating their attention on elec- 


i 


‘ 


tronics devices the company’s initial efforts have © 
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Position of Leading Office Equipment Companies 
Full Fiscal Years —lIst Quarter— Dividend 
Net Profit Net Per Net Per Per Share Div. 
Net Sales Margin Share s Ind. Price Recent Yield 
1957 1958 1957 1958 1957 1958 1958 1959 1958 1959* Range Price % 
— —(Millions)}—-_ % % 
ADDRESSO.-MULTIG.  ........... cee $106.21 $118.51 7.2% 7.7% $2.721 $3.251 $2.262 $2.422 $1.37 $1.50 125 - 47% 120 1.2 
wW.C. (mil.) ‘57—$28.6; ‘58—$33.3 
BURROUGHS CORP. ......cccccccccscccosece 281.1 292.5 3.5 2.1 97 1.67 18 .23 1.00 1.00 4534- 27% 36 2.7 
wc. (mil.) ‘57—$91.3; ‘58-$102.5 
COMPTOMETER CORP, ..........:cscssee0e 12.0 11.5 94.9 420 4112 454 dio 4.02 -- — 25%4- 4 19 — 
C. (mil.) ‘57—$4.5; ‘58-$5.1 
NT. BUS. MACHINES ................0. 1,000.4 1,171.7 89 10.8 4.91 6.93 2.788 3.518 1.736 2.00 488 -200 448 4 
.v.C. (mil.) ‘57—$294.7; ‘58-$378.4 
ATIONAL CASH REG. .................. 382.5 393.7 4.7 3.9 2.57 2.19 52 48 1.20 1.20 86%4- 50% 64 18 
.C. (iml.) ‘57—$93.4; ‘58-$89.7 
TNEY-BOWES 45.9 51.3 9.0 8.6 1.02 1.07 .23 .26 536 60 45%- 1712 43 1.3 
N.C. (mil.) ‘57—$9.2; ‘58—$7.4 
ROVE GAGE GIP... ccicccccscecccccescese 107.61 94.81 4.1 4 2.681 031 -18* .192 -80 157) 25%4- 16 17 — 
N.C. (mil.) ‘57—$28.4; ‘58—-$28.4 
MITH-CORONA MARCH. ............... 84.0% 87.13 4.1 2.5 2.16% 1.383 1,074 644 1.00 1.00 23%2- 15 15 66 
v.C, (mil.) ‘57—$23.1; ‘58—$32.6 
d SPERRY RAND CORP. ..........ccccccesccee 864.35 989.65 3.1 2.7 .96° .96° N.A. N.A 80 80 28%- 17% 26 3.0 
) W.C. (mil.) ‘57—-$318.1; ‘58-$296.8 
i JNDERWOOD CORP. ...........ccccsesse0e 67.5 570 48 412.4 36 946.14 42.62 01 ~- — 30%-12% 30 — 
W.C, (mil.) ‘57—$43.4; ‘58—$37.9 
wW.C.—Working capital. 1_Year ended July 31. 5—Years ended March 31, 1958 and 1959. 
-Based on latest dividend reports. 2—9 months ended April 30. 6—Plus stock. 
5 d—Deficit. 3—Year ended June 30. 7—Dividend omitted 3/19/59. 
e 4—9 months ended March 31. 8—6 months ended June 30. 
; Addressograph-Multigraph: Continued improvement in profit margins Pitney-Bowes: Increased rentals from mail-metering equipment and 
should lead to some earnings improvement despite capital dilution. A2 service will aid earnings this year. The 15 cent quarterly dividend may 
2 be supplemented by a small stock extra. BI 
BO) Se Sey etacals cree ar eaterass, ak Samet soya anatens totes typowster eaoe may, tead te_light comings bet 
depressed results. B1 terment, but real profitability still in the future. C2 
a : izati i i Smith Corona-Marchant: Company still trails the field. Earnings this 
4 ee See a _ ail nat Grouse about peetitebie year will fall even further, endangeering dividends. B3 
bed IBM: Largest in the industry, outlook is for further earnings improve- ee ee ae ee ont ee policies 
ment this year. Watch for some slowdown in growth, however. Al 
Underwood: Excellent earnings improvement in sight as company con- 
National Cash Register: Heavy outlays for research will keep earnings centrates efforts on its traditional lines. Return to dividend basis is 
from improving substantially despite sales betterment. A2 possible by year end. 
RATINGS: A—Best grade. 1—Improved earnings trend. 
B—Good grade. 2—Sustained earnings trend. 
C—Speculative. 3—Lower earnings trend. 
D—Unattractive. 























been successful and all indications point to a profit- 





able year that may return as much as $4.00 per 
1g On © share. 
‘tron- More important however, is the fact that the 
mn iIml- © sharp cutbacks in research and development costs, 
Imost coupled with the tax shelters provided by previous 
three year’s losses, are rebuilding the company’s financial 
2 per § position. 
nder- First quarter earnings of 1¢ per share appear 
Ss and 9 insignificant, but it must be pointed out that the six 
pture previous quarters were in the red and that only 
in the three quarters since 1955 have been profitable. In 
| elec- 9 this context, any profit is important, especially if it 
have |) indicates a return to consistently more profitable 
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results. It looks that way for Underwood. 


Cost of Development 


The plight of most of the office equipment manu- 
facturers can be traced back to two or three very 
costly miscalculations. The first was an unrealistic 
appraisal of product development costs without the 
huge federal defense funds that went into initial 
computer development. In effect IBM and Sperry- 
Rand got off to a flying start through government 
contracts and their own huge resources. Moreover, 
these companies (especially Sperry) had large elec- 
tronic engineering staffs on their payrolls with 
talents that could be tapped at will. 














The second miscalculation refers to the com- 
panies’ prospective customers. Most of the equip- 
ment producers failed to realize that most potential 
users had no idea of how to operate the machines 
and even less conception of how to make maximum 
use of them. As a result the producers have been 
forced to take on and train large staffs of electronic 
engineers as salesmen and consultants to help cus- 
tomers utilize the new business equipment. In many 
instances, therefore, selling costs have been rela- 
tively high, resulting in extremely thin profit mar- 
gins at best. 

Finally, many of the companies failed to realize 
that a substantial investment would be required in 
machines to be rented. This may be highly profitable 
business in time, but the initial costs of building 
and stockpiling machines can be extremely high. 

The result of all this has been to seriously deplete 
the working capital positions of many companies, 
keeping them in the money market for funds. To- 
day, however, with loanable funds getting tight and 
expensive, it is more likely that near term capital 
requirements will take the form of equity financing, 
further reducing reported earnings. It seems, there- 
fore, that the profitable promise of office automation 
is still well in the future. 


Company Comments 


International Business Machines remains the most 
important exception to the above analysis. Between 
1951 (about the beginning of the electronic office 
equipment age) and 1958, sales rose from $266 
million to $1,172 million. Profits for this extraordi- 
nary company have virtually kept pace, rising from 
$1.69 to $6.93 (with figures adjusted for the various 
stock splits that have occurred in the period). 

In 1959 it appears certain that a further earnings 
gain will be reported. Results in the second half 
will fall short of the very fine comparisons that the 
first half will show because last year IBM realized 
an additional $15 million in earnings from the out- 
right sale of equipment formerly rented. Neverthe- 
less, earnings for the full year will probably exceed 
$7.50 per share and may reach $8.00. 

It is interesting, incidentally, that IBM has just 
overcome its first serious threat since the inception 
of the automation boom. Incoming orders during 
the recession fell 50 percent below the previous 
year’s rate and might have led to reduced shipments 
in the latter part of this year. With the recovery 
however, there has been a steady upswing in new 
orders, and by the end of the first quarter bookings 
were again ahead of shipments. 


Sperry-Rand, the other billion dollar corporation in 
the field, has had a radically different history from 
IBM. Until recently its talents and most of its out- 
put was concentrated in defense products, leaving 
the more lucrative commercial fields to competitors. 
The results have not been particularly impressive. 
For while sales growth has been steady, earnings 
growth has been nil and has actually retrogressed 
since 1955 when Sperry merged with Remington 
Rand. Earnings in that year were $1.80 per share. 
The following year they slipped to $1.74, then 96¢, 
and 96¢ again in 1958. 

It appears now, however, that a change is in the 
making. Its Uivac has all the earmarks of a success- 
ful commercial product and the company is now 
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embarking on a major campaign to install it as a 


first-line computer. Moreover, the company’s wealth f 
of research talent will now be used more extensively 7 


for the development of commercial products. 

Military shipments will still comprise the major 
portion of Sperry’s business, but in 1959 commer- 
cial shipments will expand, raising profit margins 
considerably. In addition, many of the company’s 
important government contracts have now reached 
the more profitable stage. The result should be a 
healthy earnings surge for Sperry this year. 

Sales should climb to a record $1.2 billion and 
per share earnings may approach the $1.74 earned 
in 1956. 


National Cash Register, an old line, highly success- 
ful company presents a decidedly different picture, 
however. Its successful cash registers assure steac y 
earnings, but as a late comer in the electronics field, 
profits growth is being retarded by exceptional'y 
high research and development expenses. 

Earnings last year demonstrate the point. Despi‘e 
the recession, sales advanced to $394 million from 
$382 million the year before, but net income re- 
ceded to $2.19 per share from $2.57. In large meas- 
ure this was due to the expenditure of over $2.00 
per share on research. 

In the current year research spending will be 
stepped up even further, while start up costs of new 
products will also be on the rise. Thus although 
sales are expected to improve substantially, little 


change in earnings is to be expected. In any event, § 











& 














reported earnings will have to be watched carefully, : 
since last year’s earnings were also adversely affect- § 


ed by a 33¢ per share write-down of foreign assets 
due to currency devaluations. The absence of this 
bookkeeping item in 1959 may artificially inflate 
comparisons. 


The successful introduction of bank automation | 
devices and National Cash’s firmly entrenched | 
position should lead to eventual high profits. For the | 
time being, however, the market’s appraisal of its | 


prospects is highly inflated. 


Burroughs Corp., like Underwood, has been having 
a difficult time with electronics. Unlike the latter 
however, it has elected to remain in the field. 

Its long association with the banking industrv 


has convinced management that a lucrative market | 


in bank automation can be tapped once its machines 
are fully develoned. 


In the meantime, however, only the corporate till 


and capital markets have been tapped to feed the 


voracious avpetite of its research program. 

Several factors, including rising shipments for 
the SAGE defence network and components for the 
Atlas intercontinental ballistic missile will combine 
to raise earnings this year from the severely de- 
pressed level of 1958, but results will still be far 
behind the company’s normal margins when its 
business was more prosaic but steadier. 


The specialized field of bank automation should | 
nay off for Burroughs in the long run, however. | 


Stockholders still have some years to wait, but 
there is an enormous market to be served and Bur- 
roughs will be in the forefront. 


Roval McBee may also have good long range 
promise, especially if its jointly owned subsidiary, 
(Please turn to page 571) 


Royal Precision 
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The Varying Status of.... 


«| RAIL EQUIPMENT COMPANIES 
the ff —Looking to 1960 — 


By JOHN E. FULLERTON 


aving 
latter ‘ : ‘iit ee , 
é & The broadening diversification by individual companies to off-set de- 
ustrv | pendency on rail prosperity 
arket & Backlogs and new rail orders improve—but buying is cautious 
hines ® The performance of companies in the rental field—the pick-up of loco- 
motive orders—diesel engines—replacement and rebuilding of equip- 
te till — ; : , 
d the | ®& Companies broadening their earnings base through new product lines 
& Earnings-dividend outlook for individual companies looking to 1960 
s for J 
the | © “Feast or famine” still best describes the business it appears that better days are ahead. In the first 
nbine of rail equipment manufacturers. Industry sales quarter of this year, many companies recorded only 
v de- last year slipped to the lowest level in the postwar modest year-to-year profits gains, reflecting a slow 
e far | period, while only a year before, most companies rate of incoming orders and long-lead time neces- 
n its ™ Were experiencing peak sales and earnings records. sary in completing new purchases. The rails have 
The majority of companies have made significant only recently returned to the market in strength, 
hould © progress in diversifying activities in recent years, holding off until traffic was in high gear and 
ever, | but as last year’s results indicate, the industry con- finances were more comfortable. 
but tinues heavily dependent on railroad orders. Profits Order backlogs for many companies have started 
Bur- |) for the group last year plummeted 32.5% from the to expand at a rapid pace. Leading companies have 
¥ 1957 level, which was an even sharper drop than’ reported that virtually all of their major divisions 
» that of the railroad industry. were sharing in the business upsurge. Exceptions 
‘ange Ff However, now that business recovery is weil are the firms that depend heavily on capital goods 
liary, | under way, most of the rail equipment makers are expenditures, which only recently snapped out of 
571) k enjoying substantial boosts in incoming orders, and the doldrums. 
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Position of Leading Rail Equipment Companies 











—Full Year 



































1st Quarter 
Net Profit Net Per Earned Per Dividend Per Div. 
Net Sales Margin Share Share Share Ind. Price Recent Yield 
1958 1959 1958 1959 1958 1959 1957 1958 1958 1959* Range Price % 
——{({Millions}—-_ % % 
ACE INDUSTRIES. ........crccscrscccccesseese $236.81 $122.31 2.9% 4% $4.791 $4.391 $5.542 $1.212 $2.87 $2.50 54%4- 37% 51 49 
W.C. (mil.) ‘57—$56.5; ‘58—$55.4 
ee IN vicsninsrersssesesosseeseses 38.5 30.3 3.7 3.2 78 56 1.51 2.32 1.00 1.00 223%4- 11% 20 5.0 
W.C. (mil.) ‘57—$45.9; ‘58-$56.6 
AMERICAN BRAKE SHOE .............. 37.3 403 2.8 4.6 65 1.15 5.67 2.97 2.40 2.40 54%2- 33% 54 1.8 
W.C. (mil.) ‘57—$44.1; ‘58-$42.8 
AMER. STEEL FOUNDRIES .............. 57.31 51.91 5.5 48 2.211 =1.731 6.20 3.50 2.40 2.40 72%- 273% 68 3.5 
W.C. (mil.) ‘57-$34.0; ‘58—$27.9 
BUDD CO. 56.1 79.8 1.4 5.2 15 94 1.91 .33 1.40 1.00 3154- 13% 30 3.3 
W.C. (mil.) ‘57—$66.8; ‘58—$62.7 
GEN. AMER. TRANS. ..............00000 55.1 45.6 6.2 8.4 73 74 3.30 3.03 1.78 1.90 67%2- 34% 64 2.9 
W.C. (mil.) ‘57—$62.5; ‘58-$70.7 
GENERAL RAILWAY SIGNAL .......... N.A. N.A. N.A. NLA. 35 .33 3.13 1.60 1.25 1.25 39%- 21% 36 3.4 
W.C, (mil.) ‘57—$11.3; ‘58—$11.8 
A. re 16.23 21.53 73 5.43 163 «61.608 =3.19 1.42 1.30 100 30 - 17% 29 3.4 


W.C. (mil.) ‘57-$16.5; ‘58-$17.1 





NORTH AMERICAN CAR .............. 3.9 43 158 165 
W.C. (mil.) ‘57—$5.1; ‘58—-$6.6 


46 53 2.02 2.04 92 1.00 


423%4- 1442 36 2.7 





Pe Oe I snccsseanctscasnnsces 7.5 8.2 3.0 8.2 
W.C. (mil.) ‘57—$10.1; ‘58—$10.1 





39 74 2.73 1.48 1.62 1.50 


28%4- 1642 27 5.5 











66'2- 43% 65 4.6 








Wee 11% 4 — 


14%- 7% 12 5.0 











PEIN Scnnindasesosscussencasnosenedniaseensoones 105.6 90.7 2.7 2.7 1.31 1.11 . 6.67 3.52 4.00 3.00 
W.C. mil.) ‘57—$123.5; ‘58—$122.9 

STAND. RWY. EQUIP. ............000 5.2 46 8.1 3.7 .33 14 2.32 -13 75 75 
W.C. (mil.) ‘57—$11.0; ‘58—-$9.8 

SYMINGTON-WAYNE ...............00000 11.7 91 35 2.5 25 14 1.05 1.02 -60 60 
W.C, (mil.) ‘57—$15.0; ‘58-S15.8 

UNION TANK CAR ...........ccccsseseeenes 20.5 22.9 9.2 5.9 61 41 2.64 2.16 1.60 1.60 


W.C, (mil.) ‘57—$16.3; ‘58—$24.8 


WESTING. AIR BRAKE ................... 113.23 N.A. 4.33 NLA. 
W.C, (mil.) ‘57—$96.5; ‘58—$98.0 

YOUNGS’TN ST. DOOR ........0..0.... N.A. N.A. NLA. NLA, 
W.C. (mil.) ‘57—$10.5; ‘58—-$10.5 


1.173 1.123 2.89 = 2.10 1.20 


N.A. N.A. 4.05 1.00 1.25 1.00 


3734- 2634 34 4.7 


1.20 38%- 17% 35 3.4 


25%4- 16 24 4.1 





W.C.—Working capital. 
N.A.—Not available. 
*—Based on latest dividend reports. 


—9 months ended January 31. 
—Years ended Apr. 30, 1958 and 1959. 
3—6 months. 


1 
2 





ACF Industries: Order backlogs have expanded significantly, and earn- 
ings improvement is indicated for fiscal 1959-60. Diversification in 
automotive and electronics fields is expanding.  8B1 

Alco Products: Little change in profits is looked for in 1959, reflecting 
dependence on capital goods industries, now recovering slowly from 
the recession. Long-term prospects hinge on success in diversification. 
The $1 dividend is amply covered. 2 

American Brake Shoe: Diversification has reduced rail equipment volume 
to around 40% of sales. A sharp earnings rebound is in store for 
this year, and liberalization of the $0.60 quarterly rate is possible. Bl 
American Steel Foundries: Business remains cyclical though diversification 
has lessened wide earnings swings. Profits will widen this year and a 
larger dividend payout is possible later on. Cl 


Budd Company: Enlarged demand from auto manufacturers plus in- 
creased rail equipment sales will bolster earnings this year. The $0.25 
quarterly dividend is safe. C1 

General American Transportation: Substantial lease income lends stability 
to operations. With manufacturing business turning around, moderate 
earnings improvement is ahead. Dividends are secure. Al 

General Railway Signal: Earnings in early 1959 fell below previous 
expectations, with railroads delaying new signalling programs. How- 
ever, significant improvement is ahead. 1 

N. Y. Air Brake: Diversification into industrial pump, materials-handling 
and machinery lines should help stabilize operations in time. Large 
profits rebound is in prospect for 1959 plus possible liberalization of divi- 
dends. BI 

North American Car: Earnings could better $2.25 a share in 1959 for this 
third largest railroad car leasing company, against $2.04 per share in 


1958. Present dividend rate may be liberalized later this year. C2 
Poor & Co.: Profits in recent years have been bolstered by expansion 
into industrial lines. About half of 1958 sales were to the rails. Good 
earnings recovery is looked for this year, and the reduced $0.371/2 
quarterly dividend should continue. 


Pullman: Largest railroad car builder has interests in engineering and 
construction field. Company is also second largest highway trailer pro- 
ducer. Better results are in prospect and familiar dividend extra is 
possible. 


Standard Railway Equipment: Produces roofs and ends for railroad 
cars, but has taken steps to diversify. Larger profits are indicated 
for 1959, and dividends were recently resumed with $0.25 payment. Cl 
Symington Wayne: Formed in 1958 through the merger of Symington- 
Gould and Wayne Pump. S-G business will be on the rise this year, 
but over-all improvement hinges on the receipt of orders for Wayne's 
new gas-blending pumps. Dividends could hold at present $0.15 
quarterly rate. C2 


Union Tank Car: New acquisitions have widened the sales base, but 
operations are now subject to swings in capital goods expenditures. 
Profits this year are expected to hold near the 1958 level; dividend 
is safe. B2 

Westinghouse Air Brake: Company has shifted emphasis from rail air 
brakes to several outside lines which could promote growth over period 
of time. Earnings recovery is forecast for 1959 and the dividend is 
secure. Bl 


Youngstown Steel Door: Virtual complete dependence on rail business 


makes company particularly vulnerable to business cycle. Profits this year 
should make strong comeback from depressed 1958 levels. C1 








RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 

D—Unattractive. 





1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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/ been receiving incoming business first, as the rails 
| press repairs on sidelined cars. With equipment 
' work off sharply last year, the number of freight 


As has been true in the past, parts suppliers have 


cars in need of repair has mounted to the higinest 
level in the postwar period. Therefore, it will be 
at least a year before the number of cars in need of 
repair has been pared to more normal levels, assur- 
ing a steady flow of work for the parts suppliers. 


New Orders Less Than Cars Scrapped 


Despite the resumption by most rails of deferred 
rep2irs on rolling stock, a serious freight car short- 
age could develop this Fall. The total car supply 
has been slipping, as rails scrapped old cars with- 
out arranging for replacements orders. Indicative 
of this is the fact that in May of this year, 3,955 
new cars were placed in service, but 8,339 cars 
were retired. One encouraging note is that new 
orders are currently running somewhat ahead of 
deliveries, and this pace should be accelerated as 
rai! traffic continues to respond to the business 
revival. 

Considering that the second half of 1958 was the 
worst profits period experienced by rail equipment 
manufacturers in many years, and that new orders 
have turned the corner, earnings comparisons over 
the balance of the year could make more pleasant 


© reading. But, as is usually the case, the stock market 
® thas 


already discounted much of the prospective 
improvement. Shares of rail equipment manufac- 


© turers have advanced around 55% from their 1958 
' lows, versus some 47% for industrials as a whole. 


Notwithstanding the recent uptrend in new 
freight car orders, placements are far below the 
leve!| necessary to avoid rail car shortages if traffic 
continues to improve at the pre-strike rate. Esti- 
mates by the rail industry are that it would take 
100,000 new freight cars annually in the next de- 
cade to bring dwindling and aging car fleets up to 
the needs of an expanding economy. It now appears 
that deliveries this year will run to around 45,000 
units, up moderately from the 1958 figure. Orders 


» will total some 50,000 to 60,000 units, about one- 
| third of which will be constructed by the railroads 


themselves. 


Government Guaranteed Loans 


With rail business in the doldrums last year, and 
several roads on the verge of bankruptcy, Congress 


) passed the Transportation Act of 1958. Among the 


provisions of the law which should eventually pro- 
duce benefits for the equipment manufacturers was 


| the clause permitting Government guaranteed loans 


up to $500,000,000. This will enable some of the 
marginal systems to tap the capital market on rea- 
sonable terms of interest. One New England road 
recently was granted a $3,000,000 loan under this 
provision, while the New York Central has request- 
ed a guaranteed loan of $40,000,000 for property 
improvements. 

There were sound reasons for Congress to enact 


| remedial legislation for the rail industry, whose 


situation directly determines the well being of rail 
equipment manufacturers. A sound policy is needed 
to assure preservation of our rail system, which is 
so vital to our country, particularly during national 
emergencies. Continued fluctuations in rail profits, 


5 and hence wide swings in orders, will gradially 
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force more equipment companies to leave the field. 
Therefore, a more constructive national policy to- 
ward the rail industry is vitally necessary. 


Role of Diversification 


The key to more stable operating results, meaning 
less dependence on railroad purchases, is diversifi- 
cation. The latter has been a prime concern of 
virtually all of the rail equipment makers in recent 
years, and many have achieved a considerable meas- 
ure of success in attaining this goal. Many diverse 
fields have been entered, with most companies re- 
maining in the capital goods area. Some concerns 
developed additional products through research, but 
the main route has been through merger, or by 
purchase of existing firms. 

Several rail equipment companies have reached 
the point where rail business now accounts for less 
than half of total sales. The logic behind the move 
is to obtain fuller use of plant facilities at all times. 
Puilman, the largest builder of rail freight cars, 
through its subsidiary, M. W. Kellogg Co., is en- 
gaged in the designing and erection of plants for 
the petroleum and chemical industries. Further 
progress in diversification activities was achieved 
when Trailmobile Company was acquired. The 
latter is the second largest builder of highway 
truck trailers. The new fields not only inject growth 
possibilities into operations, but should lessen cycli- 
cal swings in rail business. Profits improvement is 
slated for 1959, and considering the company’s 
strong finances, resumption of year-end extra divi- 
dends is quite possible. 


American Steel Foundries has attracted considerable 
interest in recent months on announcement that 
company was exploring a new steel casting process. 
The new technique could have application to both 
products in the ferrous as well as non-ferrous fields. 
Winile little is expected to be derived from the new 
endeavor for some time,— still it represents a con- 
tinuing trend toward diversification. Significant 
success has been attained in recent years in this 
direction, with around 50% of 1958 sales coming 
from the rails, against 90% a decade before. The 
largest non-rail line is precision roller chains and 
sprockets, followed by the coating and wrapping of 
steel pipe for underground installation, and machine 
tool business. Earnings are in a strong uptrend 
currently, but the stock appears amply valued. 


ACF Industries is another outstanding example of 
the progress made by some of the leading companies 
in diversifying activities. Together with being the 
second largest producer of railway freight and 
passenger cars of all types, the company derives 
substantial revenues from manufacturing automo- 
tive parts, pressure vessels, tank cars, valves, nu- 
clear and electronic devices. Leasing of freig‘nt cars 
is another profitable venture, and is expanding at 
a good rate. ACF has taken active part in electronic 
“classified” research and development, and has been 
a leader in infra-red research. In the future, ACF 
hopes to have over 25% of its sales in these lines. 
With the order backlog up sharvlv from devressed 
1958 levels, substantial profits improvement is 
ahead, and the long-range earnings potential is en- 
couraging as well. The shares could work higher in 
coming months. (Please turn to page 571) 
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Late Summer 


The summer rise in the market 
— figured from May close to the 
best July-August level — is a 
well-established tradition. What 
comes later can be more, or less, 
pleasing to stockholders than was 
the summer performance, but it 
must hinge on circumstances, 
psychology and technical factors. 
There is no “seasonal bias” shown 
is the record for late summer or 
autumn. With some net gain in 
about two years out of three, the 
August record is only slightly less 
favorable than that of July. Some 


ror PROFIT ann INCOME 


20% decline. So much for history. 
The future is always conjectural. 
Reaction after a large market 
rise is a normal contingency. 
Basis for a big “bust” in the 
present situation cannot be cited. 


Splits 


The number of stock splits pro- 
posed or effected in the 1959 first 
half broke all former half-year 
records. With many others ahead, 
the full-year total is bound to be 
well above the previous peak fig- 
ure seen in 1955. Timing of splits 
is, obviously, unpredictable. A 











wr 


time, perhaps within 12 months} 
or less, is most likely in the case § 
of a growing company with a/ 
record of one or more past splits 

and whose stock is in a price} 
range high enough to make a split 

appropriate. Stocks meeting these 
specifications are premium-f 
priced. They are excellent hold-} 
ings where purchases were madef 
at much lower levels. For new§ 
buying they are better suited for 
long-term dollar-averaging pur- 
chases in small lots from time to 
time than for “one-shot” buying. § 
A few examples are American} 
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major declines or sizable reac- coming split within a reasonable Home Products, Minneapolis- j 
tions have followed summer ad- 
vances, and have started from — — z 
July, August or September tops INCREASES SHOWN IN RECENT EARNINGS REPORTS te 
The famous 1929 top was record- 1959 1958 lI 
ed early in September. Prior to RMR MN is cays tacaccteccdinicnio et cake . Quar, May 31 $ .34 $ 17 
the worst of the 1937-38 decline, Wn NNO SG, sccisceccccssacscscasscesinssssnsncneiis Quar. May 31 88 54 
the industrial average almost I A IRN sss cssuccesaniassecuasdsacoeconiagen Quar. May 31 1.44 Ao iit 
made a double top in August. a MM ass iccsscksssgsasvccassxsdccctertercanects 12 mos. May 31 2.83 2.55 b 
1937. Ended in the forepart of General Tire & Rubber ........ccccccccsscccseccssesssecssses 6 mos. May 31 2.63 52 |e 
1942, the war-time bear market NR P05 ca coe Oe Ra 6 mos. May 31 2.34 oo We 
began in September, 1939. The Caterpillar Tractor ....cccccsessssssssssesscsseecsessuceses . 5 mos. May 31 2.47 1.04 
August, 1956, double top at 521 Delaware & Hudson Co. o..cccccccecseccscssessesseesees . 5 mos. May 31 1.01 39 
for the industrial average was May Denartment Stores .......cccccsccsccsssecsseeesses Quar. Apr. 30 32 23 
followed by a 10% sell-off; the Firestone Tire & Rubber ...........cccccccccsssesssseesoe 6 mos. Apr. 30 3.47 2.52 
July, 1957, triple top by about a —ESEEE= ——— ——— ———— 
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Honeywell, Minnesota Mining & 
Mfg., National Lead and Union 
Carbide. 


Banks 


Earnings of banks are rising, 
due to increased loan volume at 
higher average interest rates and 
good return on investments. Pro- 
spects are favorable for some 
time ahead. There have been a 
number of dividend increases in 
recent years. Some further mod- 
erate boosts probably are ahead. 
Typical issues rate as conserva- 
tive investments. Yields are fair, 
around the vicinity of 3.6% on 
average. But that is not too al- 
luring when short-term Treasury 
obligations yield more, with full 
lm safety. Price swings in bank 
i stocks are by no means small but 
more moderate than those of the 
industrial average. The issues 
have more appeal to some institu- 
tional, and other well-to-do, in- 
vestors than to the average per- 
son. 







Cement Stocks 


Cement stocks are down ap- 
preciably from their 1959 and 
1958 highs and have yet to equa! 
their 1956 top. The latter was at- 
tained in a major rise, with these 
issues “in vogue” for some time. 
» Remember what the big Federal 
months road-building program was sup- 
he case —# posed to do for them? Actually, 





with af} the prospect is moderately favor- 
t splits} able, but unexciting. Due to over- 
1 prices} capacity and resultant keener 
-a split competition, profit gains figure to 
g these} be fairly moderate this year and 
mium-§ probably in 1960. The stocks are 
t hold-§ neither among the dearest nor 
e made cheapest in the building group. 
yr new Basis cannot now be cited for a 
ted for rise above the 1956 highs, or for 
g pur-§ a wide decline so long as the 
time to general market maintains a high 
yuying.® level or rises further. 

ae Acme Steel 


= Compared with the leaders in 








the industry, this company is 
fairly small and less diversified. 
It makes mainly light, flat-rolled 
steels and specialty products. The 
past record is unimpressive; but 
the company has recently started 
a new $33 million plant using 
oxygen in steel-making, as well as 
other highly efficient facilities. Its 
capacity is 450,000 ingot tons a 
year. Further expansions will add 
300,000 tons. Thus, Acme will 
have substantially larger capac- 
ity than in the past, and far more 
efficient capacity. Profit was $1.88 
a share last year, off from $2.16 
in 1957 and from an early post- 
war peak of $3.68 (when fewer 
shares were outstanding). A 
good 1959 gain is likely if the 
steel strike does not last material- 
ly longer than 1956’s five weeks; 
but no estimate is possible cur- 
rently. Now at 33, on a recently 
raised $1.20 dividend, the stock 
has so far held up relatively well 
but might dip further. It is a 
longer-range speculation. 


Paper Stocks 


Scoring an exceptionally wide 
postwar gain, the paper stock 
group made its high to date in 
1956, and has since largged. Dem- 
and is growing but over-capacity 
is a problem. Profits are improv- 
ing, while under best earlier lev- 
els in most cases. Basis for sig- 
nificant betterment in the group’s 
relative market position cannot 
be cited. 


White Motor 


This maker mainly of heavy 
automobile trucks has improved 
its competitive position, and has 
an impressive record in recent 
year. Aided by merger of Reo 
and Diamond T, sales rose about 
19% to a new peak in 1958, de- 
spite the business recession. Earn- 
ings gained slightly to $3.49 a 
share (adjusted for a recent 100 
per cent stock dividend), from 











— er 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1959 1958 
ONIN IIE 3 ccs titrsascssnscsnniecssssonintacensncavsunce . 26 weeks Apr. 25 $ .17 $ .46 
I i Quar. May 31 -64 77 
IN aio cee acct nssddedsennsoencncesniababille Quar. May 31 .28 37 
Spencer Kellogg & SOMs ..............ccccscssesseeseesees Quar. May 31 36 -42 
Columbus & Southern Ohio El. ...............:000000 12 mos. May 31 2.03 2.36 
Minnesota Power & Light .................:ccccceseeee . 12 mos. May 31 2.33 2.50 
PON NINE IOI asap csnassscssconenescosobscsotonsensons 12 mos. Apr. 30 1.44 1.87 
RMN GRR: DURUNOINRD onsen cescccscsssessossscrssosconossins Quar. May 31 .39 -62 
Minneapolis & St. Louis RWY. ........:cccccsessee ees 5 mos. May 31 71 83 
United Shoe Machinery ................ccccccsseeeeeees . Year Febr. 28 3.85 4.08 
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1957’s $3.33. With sales in a fur- 
ther rise, first-half profit is es- 
timated to have been some two 
and a half times that of a year 
earlier. Full-year earnings prob- 
ably will be around $6.00 a share, 
exceeding the best past level 
($3.53 in 1956) by a notably wide 
margin. The dividend was recent- 
ly raised to $1.75, from the equi- 
valent of $1.50 previously. At 56, 
the stock has had a large rise but, 
unlike many, has not significantly 
outrun profits. It is priced around 
9.3 times earnings, against max- 
imum ratios of about 10.0 in 1958 
and 8.0 in 1957. As speculations 
go in an advanced market, a case 
can be made for White. 


Reynolds Tobacco 


The recent boost in the divid- 
end rate of this No. 1 company 
in the cigarette industry from 
$2.00 to $2.20 extends the record 
of dividend boosts to six consec- 
utive years and makes the in- 
crease since 1953 220%. This is a 
record unequalled in the tobacco 
industry, and matched by few 
companies in any other lines of 
business. At $4.00 or more a 
share, against 1958’s $3.80 (ad- 
justed for the recent 2-for-1 split) 
earnings will gain for the seventh 
consecutive year. Now at 5214, 
the stock did not respond to the 
news because it was considered 
about adequately priced at a level 
over double where it stood when 
we recommended it about two 
years ago. There is no change in 
our opinion that it remains well 
worth holding, but is no bargain 
for new buying. 

Opinion 

Difference of opinion makes the 
market. One of the largest and 
best-regarded mutual funds elim- 
inated the following stocks, a- 
mong others, from its portfolio 
during the second quarter: Gen- 
eral Motors, Phelps Dodge, Pitts- 
burgh Plate Glass, and Youngs- 
town Sheet & Tube. They are all 
“good” stocks; but the fund’s in- 
dicated opinion that their market 
potentials leave something to be 
desired seems right. 


Satisfactory 


While down somewhat. from 
recent highs, the following stocks 
do not appear to have exhausted 
potentials, based on earnings 
prospects, and are performing 
satisfactorilv at this time: Amer- 
ican Enka, Automatic Canteen, 

(Please turn to page 578) 
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As can be seen from the chart, industrial activity in — 
is not a true gauge of the business outlook—the right answer | 
can only be found when balanced against the state of our! 
economy. The Trend Forecaster line does just that. When it) 
changes direction up or down a corresponding change in our! 
economy may be expected several months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re-| 
flects the rate of expansion or contraction in the making. When | 
particularly favorable indications cause a rise that exceeds | 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend © 
Forecaster of increasing usefulness both from the investraent | 
and business standpoints. 


oe 


Current Indications of the Forecaster 


With the advent of the steel strike, it may be of § 
some interest to compare the current behavior of the § 
indicators entering into the Trend Forecaster with} 
their trend in periods of previous strikes. ' 

Currently, the majority of the indicators have § 

‘been advancing, and the Relative Strength Measure 
is above the +3 level. In contrast, in 1956, just prior | 
to the strike, the indicators were clearly weakening, 
and averaged out to about a -2 level in the relative 
strength measure. In 1952, the date of the next pre- | 
ceding strike, the indicators were moderately weak, § 
averaging out to little better than zero in the Rela- 
tive Strength Measure. However, it is worth noting ) 
that in the months preceding the 1952 steel strike 
there had been several erratic interruptions of in- | 
dustrial trends, as the federal government took over 
the steel industry as a matter of national defense. 

On the basis of the past action of the indicators, 























(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from F. W. Dodge data 
(b)—Computed from Dun & Bradstreet " data. 
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one might conclude that the 1959 strike has come 
later in the general business cycle than in 1949 or | 
1952, but earlier than in 1956. 


— 
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: per month range, but further advance now rather un- 
» likeiy. Outlook: stability through remainder of year. 





CONCLUSIONS IN BRIEF 


PRODUCTION — Steel strike cutting into the rate of ad- 


mal vance of industrial output, may be dragging production 
) index to a halt. Areas of strength in output pattern: 
" machinery and equipment, some appliances and autos 


(after model-changeover in third quarter). 


TRADE — retail volume still running in the $18.2 billion 


| MONEY & CREDIT — still tightening, and more tightness 


to come in remainder of this year. Demand for funds 


| has definitely increased in the past two months, and 
| rat-s are in an uptrend into 1960. 


COMMODITIES — still no important trend, thanks to 
hecvy supply ofsetting sharply higher demand. Short- 


' term outlook is for moderate strength from here to the 
' enc of the year in key industrial commodities, but no 
| general inflation. 


MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMBER BANKS} 
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S of mid-year, interest of business forecasters 

has obviously shifted out of 1959 and into 1960. 
This shift toward the future reflects, in consider- 
able measure, the prospective impact of the steel 
strike. As the question about the possibility of the 
strike was transferred into an actuality, the out- 
look for the second half of 1959 rapidly lost its 
most compelling interest: the steel industry itself, 
after a settlement, will doubtless enter into a period 
of near-capacity operation to rebuild steel inven- 
tories, and it is very likely to carry the entire econ- 
omy with it. Thus, the outlook for the last half of 
1959 resembles strongly the outlook for the last 
half of 1956: an inventory replenishment, running 
throughout the entire manufacturing sector, and 
gradually losing strength in early 1960. 

Query: what happens after the inevitable burst 
of inventory demand? Are other strengths then to 
become available, to carry the boom forward 
through 1960? If so, the 1960 outlook is good indeed, 
for the advance will be starting from a very high 
level. In fact, is it possible that 1960 will appear as 
a classic major business cycle peak, featured by in- 
tense speculative activity, rising prices, and new-era 
psychology ? 

At the moment, the possibility of such an extreme, 
speculative and vulnerable boom cannot be written 
off. Nevertheless, the odds do not seem to favor it. 
In fact, it seems to the writer that speculative zeal 
may have already passed its peak for the current 
cycle. This is suggested by the relative stability of 
commodity prices at a time when inventory is rising 


(Please turn to the following page) 
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i Year 

THE MONTHLY TREND Unit Month Month — Ago 

INDUSTRIAL PRODUCTION®* (FRB)...... 1947-'9-100 | June 155 153 132 

Durable Goods Mfr..........-sssessssseessseeee 1947-'9-100 | June 172 169 139 

Nondurable Goods Mfr... 1947-'9-100 | June 146 144 129 

Mining 1947-'9-100 | June 126 126 112 

I UN iss, cas, bssebonsace sees: sbasnsictos $ Billions June 18.2 18.3 16.6 

Durable Goods.. .............. 0. $ Billions June 6.2 6.1 5.2 

Nondurable Goods $ Billions June 12.0 12.2 11.3 

Dep’t Store Sales. 1947-'9-100 | June 145 144 133 

MANUFACTURERS’ 

New Orders—Total®..............cccccccee $ Billions May 30.3 31.2 25.0 
Durable Goods $ Billions May 15.1 15.8 11.4 
Nondurable Goods............s.ssesse00 $ Billions May 15.2 15.4 13.6 

Ship ts* $ Billions May 30.5 30.3 25.2 
Durable Goods $ Billions May 15.4 15.2 11.6 
Nondurable Good,............sssses00 $ Billions May 15.1 15.1 13.6 

BUSINESS INVENTORIES, ENP MO.* | $ Billions May 88.2 87.6 86.9 

Manufacturers’ $ Billions May $1.5 51.1 50.9 

Wholesalers’ $ Billions May 12.2 12.1 12.1 

Retailers’ $ Billions May 24.5 24.5 23.9 

Dept. Store Stocks ..........ssereeseseeress 1947-'9-100 | May 151 151 144 

CONSTRUCTION TOTAL.............000e0ses00- $ Billions June 5.0 4.6 43 

Private $ Billions June 3.5 3.2 23 
Residential $ Billions June 2.1 1.9 1.6 
All Other $ Billions June 1.4 1.3 1.3 

Housing Starts*—a Th d June 1370 1340 1057 

Contract Awards, Residential—b...... $ Millions May 1677 1831 1346 
All Other—b $ Millions May 1865 1947 2057 

EMPLOYMENT 

Total Civilian Millions | June 67.3 66.0 65.0 

Non-Farm Millions | June 52.5 52.0 50.4 
Government Millions | June 8.1 8.1 7.9 
Trade Millions | June 11.3 11.2 11.0 
Factory Millions | June 12.5 12.3 11.4 

Hours Worked Hours | June 40.6 40.5 39.2 

Hourly Earnings Dollars June 2.23 2.23 2.12 

Weekly Earnings...............sss00 Dollars June 90.54 90.33 83.10 
PERSONAL INCOME™.............:ccscsssessseeee $ Billions May 376 373 351 

Wages & Salaries $ Billions May 256 253 233 

Proprietors’ | $ Billions May 59 59 58 

Interest & Dividend $ Billions May 33 33 32 

Transfer Payment: $ Billions May 26 26 26 

Farm | $ Billions May 17 17 19 

CONSUMER PRICES 1947-'9-100 | May 124.0 123.9 123.6 

Food 1947-9-100} May 117.7 117.6 121.6 

Clothing 1947-'9-100 | May 107.3 107.0 106.7 

Housing 1947-'9-100 | May 128.8 128.7 127.8 

MONEY & CREDIT 

All Demand Deposits*................0+ $ Billions May 112.7 112.5 107.6 

Bank Debits*—g $ Billions May 92.0 93.7 80.4 

Business Loans Outstanding—......... $ Billions May 317 31.2 29.7 

Instalment Credit Extended”........... $ Billions May 4.0 3.9 3.2 

Instalment Credit Repaid’.............. $ Billions May 3.6 3.5 3.3 

FEDERAL GOVERNMENT 

Budget Receipt: $ Billions May 5.4 4.3 49 

Budget Expenditures............ eccceceees «6 | @ Billions May 6.2 6.4 5.8 

Defense Expenditures........ss..ccsssse $ Billions | May 3.6 3.9 3.6 

Surplus (Def) cum from 7/1......... $ Billions | May (14.0) (13.2) (7.0) 











PRESENT POSITION AND OUTLOOK 





rapidly, and when debt formation, 
particularly in the consumer sec- 
tor, is already far advanced. It is 
also suggested by the increasing], 
restrictive view of business con- 
ditions and credit requirements 
taken by the Federal Reserve in 
recent months. Finally, it is sug- 
gested by the growing threat posed 
by imports to individual sectors of 
the total United States market for 
goods and services. These condi- 
tions—stable prices, high inven- 
tory expansion rates, high rates of 
debt formation, rising interes: 
rates and tight money—are indica- 
tive of the late stages of a boon, 
not the early stages of a specula- 
tive frenzy. 


* * * 


INSTALLMENT DEBT — it is now in « 
classical cyclical rise. At the end o° 
May, the latest figures now avail- 
able, outstanding instalment deb 

amounted to $35 billion, about $2. 

billion higher than a year earlier. 
Total consumer debt, including 
noninstalment as well as _ instal- 
ment types, amounted to $45.8 bil- 
lion. The current levels of bot! 
types of debt are now at a record 
and both types of debt are rising a 

record or near-record rates. I 
May, for example, extensions were 
at a $48 billion annual rate, and 
repayments at about a $43 billion 
rate: the net outstanding was 
thus rising at about a $5 billion 
annual rate. which amounts to a 
per annum increase of about 15%. 
This is considerably more rapid 
than the present or prospective in- 
crease in personal income, which is 
only in the neighborhood of 6% : 
the relation of debt to income is 
thus in a massive cyclical rise. 

* * * 


HOUSING — here is the center of 
some of the key questions about 
1960. The rate of housing starts 
has clung doggedly to the 1.3-1.4 
million range (annual rate) thus 
far this year. However, this rate 
implies a substantial rate of debt 
formation in the personal sector. 
which in turn implies a consider- 
able flow of funds into the mort- 
gage market from savings banks, 
savings and loan associations, and 
nonbank institutions such as in- 
surance companies. Will such a 
flow of funds be forthcoming, as 
interest rates advance further and 











THE MAGAZINE OF WALL STREET : 








ess 


oT RESTLESS 























ILOOK 
ation, 
r sec- 

It is 
singly 

con- 
nents 
ve in 
| sug- 
posed 
yrs of 
at for 
ondi- 
nven- 
tes of 
rest 
idica- 
,00r , 
cula - 


rr of 
bout 
farts 
3-1.4 
thus 
rate 
debt 
ctor, 
ider- 
10rt- 
nks, 
and 
; i 
hia 
3» as 
and 


pet 


Te 


apie 








TREET 








and Trends 

























































































QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
In Billions of Dollare—S lly Adjusted, at Anaval Rates yields on other types of investment 
a re continue to improve? Strikingly, it 
— 1959 — : : ” 
is now possible to get almost as 
ERIE rt rte 
om — Quarrer, «Quarter, much net return from government 
GROSS NATIONAL PRODUCT 467.0 453.0 439.8 a | ee @ hee eee 
GROSS NATIONAL PRODUCT ................ p ; . : 
Personal Consumpti 300.5 295.9 291.5 2862 | Sued — — eR ——— and 
Private Domestic Invest. ...... 70.2 61.6 54.5 50.9 many oO er orms or investment 
Net Foreign Investment ...........-:ss+00 0.3 0.4 17 17 now yield considerably more than 
Government Purch 96.6 95.2 92.0 88.3 FHA-VA mortgages. 
prem Hy ny — pod In addition, there is some ques- 
I iol cncdetacnsinicnnininnin 42.3 41.0 39.9 38.6 ‘ 
tion whether the demand for new 
PERSONAL I isaac cicahnicncesebcssincen 365.7 359.5 358.6 pe homes will continue to support the 
lot > a ee a68 a7 = . rate of building now experienced 
Disp 320.9 315.8 315.1 306.1 ; 
Consumption Expenditures cc... 300.5 295.9 291.5 2862 | in many areas of the country. 
Personal Saving—d ......s.ccssseseesesseneenes 20.4 19.9 23.6 19.9 While vacancy rates have now 
CORPORATE PRE-TAX PROFITS ............ = 45.2 37.9 317 | been advancing slightly, sales rates 
Corporate Taxes - 23.0 19.3 16.1 are still reported as generally fa- 
Corporate Net Profit ..........:sescssscsssessees = 22.2 18.6 15.5 vorable. But with rising vacancies, 
Retained Earnings .... _ 10.4 6.1 3.0 +178 4s 
million current starts rate, it is a 
PLANT & EQUIPMENT OUTLAYS ... 31.2 30.0 29.6 32.4 brave analyst who would hope for 
any further advance, and a decline 
THE WEEKLY TREND of some amplitude is at least a 
= ssibility. 
| Week Latest Previous Yeor in — ae 
Unit | Ending Week Week Ago 7 
Mw Business Activity Index*..| 1935-9-100 | July 11 | 3149 3155 273.2 INVENT ee ee —_ 
MWS Index—per capita® .. .. | 1935-’9-100 July 11 231.0 231.5 203.9 ness inventories reached a clear 
Stool Production ......cccvee..cessseeees % of Capacity July 18 82.8 79.5 54.9 trough last October and have been 
Auio and Truck Production....| Thousands July 18 165 159 110 in a steady rise ever since. In re- 
Paperboard Production ....... .... Thousand Tons July 11 180 275 134 ; 
Poperboard New Orders Thousand Tons | July 11 256 290 191 _— Ramee = — “= os 
Electric Power Output®.....s...... 1947-'49-100 July 11 258.5 268.7 227.8 as been in the neighborhood 0 
Freight Carloading Th dCors | July 11 554 573 49) $8 billion a year, a rate that can- 
Engineering Constr. Awards....| $ Millions July 13 447 578 733 not be maintained for long and 
Department Store Sales........... 1947-’9-100 July 11 126 109 116 ‘ficial etim-— 
Demand Deposit we | $ Billions July 8 60.3 60.8 58.3 — ae fy te coy stim 
Business Failures—s ....... «s+ | Number July 9 237 244 275 ulus to the rise 1n business. 





Exch. Comm., Budget Bureau. 


*Seasonally adjusted. (a)—Private starts, at annual rates 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
centers, (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 


. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
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No. of 1959 Ronge 1959 (Nov. 14, 1936 Cl.—1!00! High low July 10 July 17 
Issues (1925 Cl.—100) High low July 10 July 17 | 100 High Priced Stocks ............ 304.2 268.4 304.2 300.7 
300 Combined Average ... 492.4 436.9 489.8 483.4 | 100 Low Priced Stocks ............ 665.9 585.4 665.9 656.0 
4 Agricultural Implements ...... 492.4 356.2 492.4 478.4 | 5 Gold Mining .........0ccceesecee 996.6 853.0 937.5 886.8 
3 Air Cond. (‘53 Cl.—100) .... 137.2 125.0 127.5 1250 | 4 Investment Trusts 190.6 174.2 181.5 177.9 
10 Aircraft (‘27 Cl.—100) ........ 1375.1 1191.0 1252.4 1215.5 3 Liquor ('27 Cl.—100) ........... 1564.6 1429.2) 1519.4 1489.4 
7 Airlines (‘27 Cl.—100) ....... 1429.4 1079.6 1349.5 1349.5 © CRINGE cenneccesscccnsesesersscee 558.8 452.4 558.8 549.9 
4 Aluminum (‘53 Cl.—100) .... 573.0 392.0 560.0 573.0H 3 Mail Order ......... 384.7 253.1 384.7 379.9 
5 Amusements  ......cccccccessesseees 244.9 200.5 244.0 241.0 4 Meat Packing 263.3 204.4 253.5 263.3H 
6 Automobile Accessories ..... 513.8 413.4 513.8 505.8 5 Metal Fabr. (‘53 C1.—100) . 211.2 181.3 207.7 204.2 
6 Automobiles  ..............ccce00 128.1 93.7 128.1 123.3 9 Metals, Miscellaneous. ........ 409.6 369.4 376.7 369.4 
4 Baking (‘26 Cl.—100) .......... 41.3 38.7 39.8 39.8 4 Paper 1275.4 1170.1 =1240.3 1252.0 
4 Business Machines 1225.9 1343.3 1330.3 Be I, sictiscremictnnrivrenicenn 885.5 776.9 793.6 776.9 
6 Chemicals ..............00+ 692.9 815.2 801.6 21 Public Utilities. ................... 365.4 338.3 348.4 348.4 
4 Coal Mining ........... 28.1 37.8 36.4 6 Railroad Equipment ............ 104.1 86.5 104.1 102.3 
4 Communications 164.6 197.2 195.6 20 Railroads .......... 78.2 rah 78.2 75.3 
RID sehsscsvsscnssccsasesaee 158.7 174.3 169.6 3 Soft Drinks 674.7 599.8 669.0 669.0 
7 Containers 988.8 1076.7 1076.7 12 Steel & Iron 461.1 392.5 461.1 449.7 
6 Copper Mining ..........000 280.7 319.6 322.4 4 Sugar 144.7 95.2 99.1 103.0 
2 Dairy Products ...ccccccccccsscsee: 138.8 154.5 154.5 2 Sulph 863.3 680.0 710.5 695.2 
6 Department Stores . 119.1 140.3 136.8 11 TV & Electron. (‘27 Cl.—100) 107.1 65.6 98.8 98.8 
5 Drugs-Eth. (‘53 Cl.—100) .... 467.4 379.5 467.4 467.4 fen 243.7 176.6 243.7 243.7 
6 Elec. Eqp. (’53 Cl.—100) ... 335.3 268.8 335.3 324.6 3 Tires & Rubber ... 281.8 216.1 281.8 275.5 
3 Finance Companies ............. 769.7 661.8 769.7 740.9 5 Tobacco ..........s000e 191.5 172.9 191.5 188.1 
5 Food Brands 446.1 406.3 446.1 438.1 3 Variety Stores 354.1 331.4 354.1 354.1 
3 Food Stores 279.6 247.1 263.4 257.9 20 Unclassif’d (’49 Cl—100) .... 282.5 239.8 282.5 282.5 
H—New High for 1959. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities declined moderately in 
the 15 days ending July 17 and the BLS daily index of 22 
such commodities lost 0.8%, to close at its lowest level since 
April. Foodstuffs continued their decline of recent months 
while raw industrial materials also turned lower. Among the 
latter group, copper scrap, cotton, hides, tallow and tin all 
lost ground while rubber and wool tops managed to buck the 
trend, registering gains. 

The BLS comprehensive weekly price index, meanwhile, 
remained in the doldrums, unchanged in the first two weeks 
of July. This concealed diverse movements however, as*the 
farm products component continued its steady decline while 
the index of all commodities other than farm products and 
foods, rose 0.2% to duplicate its high reached last April. 
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FUTURES MARKETS—Most commodity futures were under pres. 
sure in the 15 days ending July 17. Wheat, lard, 
sugar, cocoa, copper, hides, zinc and lead all declined, whi 
soybeans, coffee, rubber and wool tops were higher. 
Dow-Jones Commodity Futures Index lost 0.59 points, the 
moderate decline in this index reflecting the strength ji 


coffee prices. 


Wheat futures were somewhat lower during the period 
with the September option giving up 2'4 cents to close a 
189. Private reports indicate that farmers thus far ar 
hesitant about placing wheat under the loan, although they 
are not selling in the open market either. If prices decling 
further, movement of wheat into the loan should accelerate 
and this should act as an important supporting influence 
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BLS PRICE INDEXES Latest 2Weeks 1 Yr. Dec.6 

1947-1949—100 Date Date Ago Ago 1941 

All Commodities July 14 119.3. 119.3 119.2 60.2 

Farm Products July 14 88.3 89.4 95.0 51.0 

Non-Farm Products July 14 128.2 127.9 125.6 67.0 

22 Sensitive Commodities July 17 86.6 87.3 87.0 53.0 

9 Foods July 17 79.5 80.3 89.1 465 

13 Raw Ind’l. Materials July 17 92.1 92.4 85.4 58.3 

5 Metals July 17 94.3 947 88.7 546 

4 Textiles July 17 80.3 80.1 79.8 56.3 

MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 

1959 1958 1953 1951 1941 

High of Year 160.5 154.1 162.2 215.4 85.7 

low of Year 152.1 146.5 147.9 176.4 74.3 

Close of Year 152.1 152.1 180.8 83.5 

DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 

1959 1958 1953 1951 1941 

High of Year 152.7 159.0 166.8 215.4 84.6 

Low of Year 144.2 147.2 153.8 174.8 55.5 

Close of Year 147.6 166.5 189.4 84.1 
568 
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Stress is defined as 


forcgper unit area. 


DR. HARVEY E. WHITE teaches Atomic Age Physics to 270,000 students on NBC’s 5-day-a-week “Continental Classroom.” 


RCA Electronics helps put new life into learning 


Five years from now America’s student 
population will approach 50 million— 
8 million above today’s figure. By pres- 
ent standards there may be too few 
teachers and classrooms. But an impor- 
tant part of this problem will be solved 
through electronics. 

\lready, teachers are increasing stu- 
dent interest and covering ground 
faster with the help of such electronic 
aids as: RCA radios, records and rec- 
ord players, special audio-visual aids, 
TV, and tape recorders included in the 
“Language Laboratory Package.” More 


than 200 colleges and secondary schools 
have installed closed-circuit TV to im- 
prove instructing techniques and spread 
top talent bevond the walls of a single 
classroom. Still other schools use the 
programs of America’s 35 licensed edu- 
cational TV _ stations — approximately 
60% of which are RCA-equipped. 


Even at home, adults and youngsters 
alike are earning school credits through 
television. 

Helping the teachers reach millions of 
students, providing communities with 
better schooling at the least cost are just 
a few of the ways RCA helps strengthen 
America—through electronics. 


RADIO CORPORATION OF AMERICA 

















The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 
1. Give all necessary facts, but be brief. 

Confine your requests to three listed securities at reasonable 


intervals. 


addressed envelope. 


. No inquiry will be answered which is mailed in our postpaid reply 


envelope, 


2 
8. No inquiry will be answered which does not enclose stamped, self- 
4 
5 


. Special rates upon request for those requiring additional service. 





McKesson & Robbins 


“What is the outlook for McKesson & 
Robbins over coming months? Please 
report recent sales and earnings and 
dividend payments.” 


I. S., Atlanta, Georgia. 


McKesson & Robbins is the 
leading wholesaler of drugs and 
liquors and industrial chemicals. 

For the fiscal year ended 
March 31, 1959, the company re- 
ported record sales of $613,985,- 
639, which resulted in net in- 
come, after taxes, of $10,819,914, 
equivalent to $5.69 per share. 
These earnings, the highest in 
the company’s history, compare 
with net income of $9,877,258, 
equivalent to $5.28 per share, for 
the preceding year. 

Balance sheet showed current 
assets of $183,160,234 against 
current liabilities of $71,791,279, 
indicating working capital of 
$111.268.955, an increase of 
$4,624.175 over the perceding 
year. Included in the current li- 
abilities were $6 million of short 
term loans. 

The company reported recent 
progress in its four principal 
areas of operations — national 
distribution of drugs and drug 
store products, alcoholic bever- 
ages and industrial chemicals 
and the manufacture of over 200 
proprietary drug products. 

The companv reported that 
liquor sales and net profits were 


$70 


in an upward trend. A new build- 
ing for the Honolulu liquor divi- 
sion is now under construction. 
Improved operating techniques at 
other liquor divisions of the com- 
pany have contributed to the effi- 
ciency of liquor distribution. 
Noting a rising trend for chemi- 
cal distributors to handle more 
and more of the less-than-cargo 
lot business, the company report- 
ed substantial increases in its 
chemical department sales and 
profits. During the fiscal year, 
nine chemical distributing plants 
were added to the company’s net- 
work of chemical branch offices 
and warehouses. 

Earnings of the company’s 
manufacturing division increased 
over the previous fiscal year. Re- 
styling and improvement of a 
number of product packages is 
underway and two new products 
will be introduced in test mar- 
kets this year. 

A 2 for 1 stock split is sched- 
uled for stockholder approval on 
July 28, 1959. Dividends on the 
present stock have been 70 cents 
quarterly but the chairman of 
the company stated that upon ap- 
proval of the 2 for 1 split it was 
the intention of directors to de- 
clare at their July 29 meeting a 
quarterly dividend of 3714 cents 
on the shares to be outstanding 
after the split, payable in Sep- 
tember. 

The outlook over coming 





months continue favorable. 


Hooker Chemical Co. 


“Please furnish recent sales and can 
ings of Hooker Chemical Co. and al 
please | outline recent expansion pe P 


gram.” 
N. R., Waco, Texaiy 


Sales of Hooker Chemicaed 
Corp. increased 24% while earn 
ings increased 34% after taxelle 
for the first 6 months of the com 
pany’s fiscal year ended May 31) 
1959, compared with the lik | 
period of 1958. For the seconf 
quarter, the company showed 
sales increase of 28% and earn 
ings improvement of 42% ovellis 
the same quarter of 1958. | 

Net sales for the 1959 sitig 
months period were $74,732.20@) 
compared with $60,155,200 for 
the like 1958 period, and earnit 
ings of 93 cents per share of coms 
mon stock compared with 6@t 
cents in the 1958 period after ing 
come taxes of $7,645,000 aniir 
$4,493,500 respectively. Fomi 
the latest 3 months, net salem 
were $39,834,200 and earning 
50 cents per share compareif]l 
with sales of $31,149,700 anffi 
earnings of 35 cents per share il] 
the second quarter of 1958. 

According to chief executivell 
of the company, the improvemens: 
which started last August hag! 
continued through the first hal™: 
of 1959 in all areas of the busi} 
ness. The Durez Plastics & Phos 
phorous Divisions are overatin@®: 
at capacity, the Eastern Chemica 
Division at a record rate. ang 
the Western Chemical Divisiomy 
shows modest gains over the prey 
vious year. Due to high operating) 
rates as well as efficiency im ‘ 
provements made over the pass 
two years, profit margins hav§ 
increased although prices rey 
main steady. | 

As to Hooker’s Latin Ameri ical 
activities, Hooker Chemical In 
ternational Ltd. will complete 9 
plant for manufacturing phos 
phates in early 1960 near Mexij 

(Please turn to page 578) 
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What's Ahead for the 
Office Equipments 





(Continued from page 558) 


(Gereral Precision Equipment is 
4 partner in this operation) lives 
p tc its initial promise. At the 
mom nt, however, the electronics 
affilicte is an expensive child that 
mlaces real earnings recovery for 
he parent well into the future. 

Sa es, especially of typewriters, 
shou d rebound this year, but it 
appears unlikely that earnings 
il] recover enough to warrant 
raisi g the recently reduced divi- 
aenc 


Pitney-Bowes has a highly suc- 
essi'il history as the prime 
acto’ in the postal equipment 
busi: ess. Its excellent record be- 
spea s top-flight management 
and excellent product lines, 
owever, electronics has now in- 
ruded in the field and several 
smalier companies such as In- 
ellizence Machine Corp. have be- 
gun ‘o make inroads. Consequent- 
is stepping up its 
research expenditures in an effort 
to protect its position. As a re- 
sult, earnings growth is likely to 
be slower from now on. 

The recent 3 for 1 stock split, 
oreover, may portend some cap- 
ital financing to help defray these 
expenses, indicating that earn- 
ings in the future will be diluted. 
Pitney-Bowes has been a reward- 
ing holding. But it does not ap- 
pear suitable for purchase now. 

The same can be said for 
Addressograph Multigraph, which 
also boasts an enviable record. 
Profit margins are still excellent 
and further sales improvement is 
expected this year. However. 
common stock financing late last 
year will dilute earnings and slow 
down the exceptional growth rate 
of recent years. Some improve- 
ment over last year’s $3.25 can be 
expected, but not much. 


Summation 


Thus with the exception of 
IBM and Sperry, real earnings 
improvement for the electronic 
office equipment makers still ap- 
pear in the future. Moreover, 
even IBM is beginning to show 
some signs of strain as the field 
- comes more and more comopeti- 
ive. 

One important factor that 
should be considered by investors 
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who have willingly paid fancy 
prices for office equipment shares 
is how long they are willing to 
wait for the expected earnings 
boom? For so far there has been 
none for most companies. More- 
over, there is the distinct possi- 
bility that a good deal of the po- 
tential market may be saturated 
while the various companies com- 
pete on a no profit basis. By the 
time more follow Underwood’s 
lead and leave the field to the 
larger units the market itself 
may dwindle. 

All in all, office equipment 
shares are no longer suited to 
the average conservative inves- 
tor. END 





The Varying Status of Rail 
Equipment Companies 





(Continued from page 561) 


New Product Lines 


A wide range of non-rail pro- 
duction have been undertaken by 
other rail equipment companies. 
Standard Railway Equipment has 
begun to produce lightweight 
pleasure boats made from alumi- 
num and fiberglass. Pittsburgh 
Forgings, through a subsidiary, 
makes components for earth- 
moving equipment. Aircraft and 
guided missile components are 
manufactured by New York Air 
Brake and ACF Industries. Automo- 
tive brake linings, industrial 
bearings and a variety of cast- 
ings for industrial use are among 
the non-rail interests of American 
Brake Shoe. 

A wide range of product mix 
now characterizes the rail equip- 
ment industry. Rail products in- 
clude not only freight and pas- 
senger cars, but locomotives and 
an increasing amount of elec- 
tronic devices for use in yards 
and along the roadways. Another 
important factor in a rail equip- 
ment company’s makeup is the 
percentage of replacement parts 
volume to new equipment. The 
latter is of course more suscepti- 
ble to cutbacks in rail capital ex- 
penditures. Finally, the rail 
equipment business includes 
freight and car rental activities. 


Major Rental Companies 


The major leasing firms are 
General American Transportation, 
Union Tank Car and North Ameri- 
can Car, which was recently listed 








Public Service Electric 
and Gas Company 


NEWARK.N. J. 




















QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Septem- 
ber 30, 1959: 
Class of 
Stock 
Cumulative Preferred 
4.08% Series 
4.18% Series 
4.30% Series 
5.05% Series 
$1.40 Dividend 
Preference Common 


Dividend 
Per Share 


+ $1.02 
1.045 
1.075 
1.2625 


35 
45 
All dividends are payable on 
or before September 30, 1959 to 
stockholders of record August 
28, 1959. 

J. InviNG KIBBE 
Secretary 
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New July MID-YEAR Edition of 
GRAPHIC STOCKS 


Containing Over 


1001 CHARTS 


gives you the complete market history of 
virtually every stock actively traded on 
the New York and American Stock Ex- 
changes for 12 years to July 1, 1959. 
Shown are: 


* Monthly Highs and Lows 

* Monthly Volume of Trading 

* Annual Earnings 

* Annual Dividends 

* Latest Capitalizations 

* Stocks Splits - Mergers, etc. 

Also: Our annual list of Convertible 
preferred stocks. 


Amazing changes have taken place in the 
past few months — mergers — stock 
splits —  recapitalizations. The averages 
after making new highs in 1956, reacted 
sharply. Recently certain stocks have been 
making all time highs. This is the time 
for everyone to study his holdings care- 
fully. GRAPHIC STOCKS show which stocks 
have advanced and which are showing 
weakness. 


Order today for Prompt Delivery 
SINGLE COPY 

(Spiral Bound) 
YEARLY 

(6 Revised Issues) 


...-$12.00 
$60.00 


F. W. STEPHENS 


87 Nassau St., New York 38 
BE 3-9090 























on the N.Y. Stock Exchange. The 
group is noted for a high degree 
of earnings stability. This con- 
cept was upset to some extent lact 
year by Union Tank Car, which 
acquired companies subject to 
cyclical swings in the areas of 
capital goods manufacture. How- 
ever, sales base has widened 
through the recent pick-up in 
capital spending, so that the 
earnings base has been improved 
looking to 1960. 


General American  Transporta- 
tion’‘s revenues are about evenly 
divided between car leasing and 
manufacturing activities, with 
the former producing well over 
half of profits. The company is a 
composite of several good zrowth 
businesses. In addition to expand- 
ing leasing operations, prospects 
are bright for the Fuller division 
(pneumatic conveyors, dust and 
fume control equipment and pro- 
ducts for the cement industry) ; 
Kanigen division (chemical nic- 
kel-plating process) ; and a plas- 
tics operation. While the shares 
have doubled in value in the past 
year, we would retain holdings in 
view of the company’s extremely 
promising outlook. 


North American Car is the third 
largest private car leasing com- 
pany. Recent listing on the Big 
Board will provide a better mar- 
ket and wider demand for the 
shares. The issue has traced a 
sharp price uptrend in recent 
months, and while investment 
holdings need not be disturhed, 
we would not reach for the stock 
at present prices. Profits this 
year could total better than $2.25 
a share, up from $2.04 in 1958. 
The present $0.25 quarterly rate 
may be liberalized later this year. 


Modern Signalling Systems 


Now that the rail industry is 
virtually completely dieselized, 
most of the progressive rails have 
been focusing on the next area 
where large economies may be 
found. Installation of modern 
signalling devices would seem to 
hold the greatest promise for the 
next decade (excluding rail 
mergers). Such systems provide 
for “push-button” freight classi- 
fication yards and centralized 
traffic control systems over large 
stretches of duplicate trackage. 
Train movements then may be 
made over controlled tracks with 
fewer stops and reduced man- 
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power for signal operations. Ex- 
tra track mileage is eliminated 
and this permits substantial eco- 
nomies in maintenance as well as 
in tax costs. 

Two companies vie for con- 
tracts in the signalling field: 
General Railway Signal and the 
Union Switch & Signal division 
of Westinghouse Air Brake. 
Since patents are pooled, compe- 
tition is orderly. General Railway 
Signal accounts for about 45% of 
total billings, but since 90% of 
the company’s income is derived 
from this source, its trend will 
be more pronounced than for 
Westinghouse Air Brake, which 
has a more diversified sales base. 


General Railway Signal’s order 
backlog was at peak levels last 
year, but requests for delayed de- 
liveries by the railroads restrict- 
ed the company from translating 
the backlog into sales and profits. 
Hence, earnings in 1958 fell to 
$1.60 a share, from $3.13 a year 
earlier. Due to further delays by 
the rails in renewing modevniza- 
tion programs after the business 
recession, earnings were off to a 
slow start in 1959. However, 
significant improvement is now in 
progress, and this should pave 
the way for a good second half as 
well as extension of the profits 
recovery into 1960. The shares 
have speculative appeal and are 
worth holding. 


Westinghouse Air Brake, through 
its Union Switch & Signal divi- 
sion, is the major factor in rail 
signalling business. Diversifica- 
tion by the parent in recent years 
minimizes results in this area, 
however. An important factor in 
the rail air brake and switching 
business, the company has ex- 
panded into electronics, oil well 
equipment and earth-moving 
lines. Through these new inter- 
ests, rail equipment sales have 
been reduced to less than a third 
of total volume. Better earnings 
are in prospect for this year, and 
in view of prospects for growth 
in non-rail lines, particularly 
through the electronics end of the 
business, the stock has specula- 
tive merit. 


Locomotives 


After several years of medio- 
cre business, locomotive manu- 
facturers are beginning to experi- 
ence a pickup in new orders. The 
low rate of activity in the last few 








years reflected the fact that moe" 
of the railroads had complete@?' 
the transition from steam to digf® 
sel power. However, the origina | 
diesel equipment is now up fo 
replacement, and other moclel 
requiring major repairs are being 
overhauled. The Electro-Motivé 
Division of General Motors is th 
predominant factor, accounting 
for over 75% of 1958 sales. Ale 
Products is next in line, obtaining 
20% of last year’s market. 
















is 

e 
Alco Products, realizing the lim “ 
ited locomotive market once thin 
switch from steam to diesel nows§ w; 
er had been completed, has puro 
sued an extensive diversification™ th 
program. Nonetheless, over half ju 
of 1958 sales were to the rails§ 
and the company’s future hinge 19 
on success in its new procuc#in 
lines. These include reactors, hea 
exchangers for the atomic energy fa 
industry, pressure vessels, oil refi co 
fining and distillation equipm: ntl atr 
etc. Mirroring the slow revival! of ha 
capital goods expenditures, proto 
fits for 1959 probably will onhw 
approximate last year’s total. [mtv 
provement is likely to be seen asi bc 
the year progresses, howeverlst 
with more favorable comparison m 
projected for 1960. The stock is 
worth holding as a speculation. 4 














Passenger Cars Tt 


Despite the introduction offp 
light-weight passenger trains) cc 
passenger equipment business re) fz 
mains the weakest segment of thel) fi 
rail equipment industry. Leading) t: 
manufacturers include Pullmani}b 
ACF Industries, Budd Company§p 
and General Motors. While Budde c 
Company’s model has probably re. 
ceived the best reception, order 
have been negligible. Fortunately, 














comprises the production of auti! 
components, jet engine parts 
laminated plastics and vulcanized™ s 
fibre. A strong profits uptrend is 
indicated for this year, parallel 
ing good recovery in auto busi s 
ness; speculative holdings may be i 
retained. fe 












if 

With general business activity®! 
expected to surge ahead in com)! 
ing months, the railroads shoul’ 
continue to step up orders for! 
freight cars, signalling equip)‘ 
ment as well as track supplies 
and maintenance machinery)‘ 
While most of the issues in they‘ 





In Conclusion 
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yroup have traced sharp recovery 
from their 1958 low marks, sev- 
eral companies’ shares still have 
a measure of speculative appeal. 

END 





Why Prospects for Dynamic 
Electronics Industry 
Are Brighter 





(Continued from page 555) 


is selling over $150 because many 
people believe that the growth 
rate of transistors can keep up 
indefinitely. Undoubtedly they 
will be with us a long time but 
does anyone seriously believe that 
the rate of growth which saw 
unit production jump from 1.3 
million in 1954 to 47 million in 
1958. can actually be maintained 
indefinitely ? 

Texas Instruments, is an old 
favorite of these pages, and is a 
company characterized by an ex- 
tremely astute management and 
a brilliant staff of scientists. Yet, 
to duplicate its transitor feat 
would be the equivalent of finding 
two lodes at the end of a rain- 
bow. Consequently the shares 
should be avoided by all but the 
most risk-conscious investors. 


Business Is Good 
None of the above remarks re- 


i flect on the current business pros- 
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pects for most of the electronics 


scompanies. Military shipments, in 


fact, are up about 33 percent 
from a year ago, and with capi- 
tal spending picking up now, 
business should continue to im- 
prove throughout the year. Of 
course, a truly prolonged steel 
strike could dent capital expan- 
sion plans, but barring a three 
month or longer walk-out, the 
companies should have a far bet- 
ter year than in 1958. 

A few companies, such as Aveo, 
with peculiar contract schedules 
started the year slowly, but for 
most the first quarter was excel- 
lent and all reports indicate that 
similar results will be forthcom- 
ing in the second period. 


Bendix Aviation, as a matter of 


fact, has already released its six 
months figures and reports earn- 
ings of $2.15 per share compared 
with only $1.73 in the same 
period last year. This showing is 
of particular significance since 
Bendix has failed to demonstrate 
any earnings growth for the last 
several years. If a breakout is 


AUGUST 1, 1959 








Cities Service 
COMPANY 
Dividend Notice 
The Board of Directors of Cities Service Company on July 17, 


1959, declared a quarterly dividend of sixty cents ($.60) per 
share on its Common Stock, payable September 8, 1959, to 


stockholders of record at the close of business August 14, 1959. 


FRANKLIN K. FOSTER, Secretary 








121st CONSECUTIVE QUARTERLY CASH DIVIDEND 
The Board of Directors has declared a quarterly 


cash dividend of 


$.25 per share on Common Stock 
payable September 30, 1959 to stockholders of 
record at close of business September 11, 1959. 


| Over 1,100 offices in 
U. S., Canada and Hawaii 


Wm. E. Thompson 
Secretary 


July 14, 1959 





now in the offing it should be ex- 
cellent news for stockholders. 


Litton Industries, one of the 
group’s star market performers, 
has completed 9 months of its 
current fiscal year and is report- 
ing results about 50 percent 
ahead of a year ago. Still 9 month 
earnings were only $2.29 per 
share, not very much when 
placed against the market price 
for the shares of more than $120! 

In sharp contrast to Litton and 
Texas Instruments, is Tung-Sol 
Electric, a major producer of tubes 
and other electronic components, 
as well as electrical supplies for 
the auto industry. Earnings have 
been consistently good, yet be- 
cause of its close connection with 
the auto industry many investors 
have never associated the com- 
pany with electronics. Conse- 
quently the stock is selling at 
little more than 10 times the 
$4.00 per share earnings we esti- 
mate for this year, compared 
with $2.67 a year ago. 


Equipment Producers Looking Up 


Moving over into the much less 
crowded field of electrical eauip- 
ment for industry, the picture re- 
verses. Prospects for the entire 
industry are more clouded than 
for electronics, but profit poten- 
tial for the separate companies is 
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A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Sept. 1, 
1959 to stockholders of record at 
the close of business July 31, 1959. 


JOHN FE SHANKLIN 





Secretary and Treasurer 
UNION CARBIDE CORPORATION 





more easily measured. Moreover, 
most of the stocks in this group 
do not sell at ridiculous multi- 
ples. 


Cutler-Hammer is a possible ex- 
ception, since this major pro- 
ducer of industrial controls de- 
vices took over Airborne Instru- 
ments and became firmly en- 
trenched in military electronics. 
Still, at close to 90 the appraisal 
of its probable $5.00 per share 
earnings this year is more real- 
istic when compared with most 
electronics companies. 

Aside from Airborne, which 
gives the company romantic ap- 
peal, earnings potential for Cut- 
ler-Hammer hinges on a contin- 
ued upturn in capital spending, 
since most of its equipment goes 
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into new or modernized plants. 
Investors, therefore, should keep 
a close eye on the effects of the 
steel strike before plunging into 
this stock. 


Square “D” is in much the same 
boat, but without a romantic Air- 
borne Division. Earnings last 
year slipped to $1.12 per share, 
the second yearly decline in a 
row. Lack of large scale military 
business hurt the company se- 
verely when industrial demand 
fell off during the _ recession. 
Moreover, since capital spending 
is still trailing the upturn in busi- 
ness, the recovery has been slow. 
First quarter earnings were just 
about equal to last year’s, but 
some improvement should devel- 
op in later quarters. Still, it is 
doubtful that earnings will climb 
much above the $1.74 earned in 
1957, and a return to record earn- 
ings appears out of the question 
without a real boom in capital 
spending. 


Question Mark for Generating 
Equipment 


For real heavy generating 
equipment, the picture is also un- 
clear. General Electric and West- 
inghouse have offset declines in 
utility equipment deliveries 
through increases in appliance 
and military business, and Allis- 
Chalmers has benefited from the 
excellent demand for farm and 
construction machinery, but the 
fact remains that reduced gen- 
erating equipment business has 
been a drag on earnings. 

Fortunately, incoming orders 
are again picking up, although 
not nearly at record rates. More- 
over, delivery on present orders 
will not begin until late 1960 and 
early 1961, indicating that earn- 
ings from this type of eauip- 
ment will remain a drag for some 
time. Also clouding the outlook 
for heavy equipment is the seri- 
ous challenge the domestic pro- 
ducers are receiving from abroad. 
A case in point was the furor 
raised in Congress and the press 
over a TVA contract that was 
originally awarded to a British 
contractor. 

So far, private utilities have re- 
mained loyal to the domestic com- 
panies, but the fact that foreign 
companies can underbid GE and 
Westinghouse on their home 
ground is a serious challenge. To 
date, foreign operators are at a 





574 





disadvantage because they do not 
maintain servicing staffs in this 
country. But if this situation 
changes a hot battle for the 
American utility market could 
ensue. 

Despite this long range worry, 
however, GE is doing very well. 
First quarter earnings were 
slightly ahead of a year ago, and 
in the second period another 13 
percent advance was_ scored. 
Since these results were achieved 
without any substantial help 
from heavy equipment business, 
the company did very well indeed. 

Appliance demand and military 
business were particularly strong 
in the first half and additional 
help should be forthcoming from 
industrial equipment business 
later in the year. GE continues to 
be a superior performer. 


Westinghouse’s sales were hurt 
even worse by the decline in 
heavy shipments, but earnings, 
reflecting further implementation 
of cost cutting and internal reor- 
ganization plans, advanced over 
last year’s first quarter. With a 
heavy stake in nuclear power, 
however, Westinghouse may re- 
cover more auickly from the slow- 
down in utility business—a fact 
which is reflected in the excellent 
performance of the stock in the 
market. 


For the full year, earnings 
should easily reach $4.50 per 
share, and if capital spending re- 
vives sufficiently, a $5.00 figure is 
possible. 


Upturn In Distribution Equipment 


One bright spot in the equip- 
ment picture is the outlook for 
transmission and distribution de- 
vices. McGraw-Edison which has 
suffered an earnings decline in 
each of the last two vears should 
be among the most important 
beneficiaries of this pattern. Al- 
though the comnany derives sig- 
nificant revenues from smal! ap- 
Nliances (Toastmaster) and laun- 
dry eauinpment, fully 50 percent 
of its income stems from utility 
equipment. With utility capacity 
now adequately high, the utility 
companies are now busy stretch- 
ing lines and transformers out to 
their industrial and residential 
customers. This is money in the 
bank for McGraw. First quarter 
earnings advanced slightly, but 
by year-end, profits could climb 
to near $3.00 per share compared 
with $1.84 last year. 


THE MAGAZINE OF WALL STREE! 


Appliance, Radio & TV 
Manufacturers 


But by far the best picture ip 
the entire electrical equipment 
and products industry can lb 
found among the appliance mak. 
ers. As the recession ended, deal. 
ers were willing to bet on a ney 
surge of consumer spending an¢ 
began rebuilding their inven. 
tories. As a result, shipments of 
appliances bounded ahead in the 
first half of the year. How much 
can be seen from figures rele: .seé 
for the first quarter: freezers, 
42%, kitchen ranges, 28% and 
refrigerators, 29%. Indivicual 














companies reported similar gain ; 


as illustrated by Whirpool’s 40%% 
in the 


increase in shipments 
year’s first three months. 


How long the current resur) , 


gence will last is another prob. 
lem, however. Retail demand has 
picked up, but so far it is run. 
ning only 20% better than 2 
year ago. As healthy as this up 
turn is, therefore, 


not help the situation since many 
workers will postpone expendi- 
tures while the strike lasts. 
However, even if demand this 
year fails to match previous rec. 
ords, profits for many companies 
will hit new highs. The reason is 
simple. 


it is still nol 
enough to absorb the increase in? 
production so far this year. More) 
over, a prolonged steel strike will 





The hard competitively 


struggle of the last few years has} bi 


reduced the number of producers) 
in the industry, leaving a largerg 


share for those remaining. 


Whirlpool is one of these expect.) § 


ed to show sharply improved re 
sults this year. Even last vear, 
the decline in earnings to $1.5! 
ver share could be attributed to 
heavy tooling costs. In 1959, hovw- 
ever, the increase in business wil 
fall on a company financially se 
to reap full benefits. With a val- 
ued RCA tag on many of its ap- 


pliances, and a strong Sears out 
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let, sales should soar this year) ™ 


and earnings could easily movely 
upward to a $3.00 figure. 


move on to the highest earning! 


in its history. In the first three 


months earnings soared to $1.9 
per share from $1.04 a year ago, 
and for the full year returns of 





close to $8.00 per share could be 


in the offing, compared to $5.82 





Maytag can also be expected til, 
continue its excellent record andl 
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straight and narrow. 


last year. The 60¢ quarterly divi- 
dend should be augmented by a 
substantial extra at year end. 

A reduction in the number of 
producers is also aiding the earn- 
ings prospects for radio and tele- 
vision set producers, even though 
retail sales have not rebounded 
sharply from last year’s levels. 
By the end of the year, however, 
TV set production will probably 
amount to close to 6 million sets 
compared with 5 million last 
year, and profits for many com- 
panies will advance accordingly. 


Zenith, the top star of the group 


cont'nued its exceptional results 
in the first quarter, scoring $1.12 
per share against 69¢ a year 


earlier. As a result, this highly 
suce:ssful producer should earn 


5a record $6.00 per share on its 
split stock. At over $120, how- 
ever, the shares can no longer be 


considered cheap and shouid be 
avoi‘ed by all but the real long 
tern. investor. 


Rodio Corporation of America, 
the argest unit in the industry, 
also appears on its way to a good 
earnings year, with profits for the 
first half, 62% ahead of the simi- 
lar 1958 period. Increased mili- 
tary business combined with the 
healthier sales outlook for tele- 
vision sets and appliances are 
the keys to RCA’s performance 
this year. In addition, the possi- 
bility that color TV may break 
through, enhances the earnings 
outlook. 

Philco, 


which has been in a 


)steady decline since 1953 may 


earn the “comeback of the year” 
laurels with earnings of over 
$2.00 per share. The company has 
successfully pioneered portable 
television sets; has succeeded in 
diversifying into other appli- 


ances; and has managed to em- 


bark on a successful military mis- 
sile career. With things looking 
up, a return to dividend status 


‘may be in the offing. 


Summary 


Electronics offers so many 
fascinations that it will undoubt- 
edly continue as a_ seductive 
charmer for investors. Neverthe- 
less, the cautious stockbuyer will 
look carefully at each company 
before plunging. All he needs 
keep in mind is the industry’s 
high casualty rate to date. This 
alone, should keep him on the 
END 
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The Ideal Merger of Texaco 
and Superior Oil 
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day, as well as processes 275,000 
barrels daily. With competition 
for markets in the Eastern Hem- 
isphere becoming extremely rug- 
ged, Caltex’s well established and 
geographically dispersed distribu- 
tion facilities are now relatively 
more important than production 
even though their earnings are 
not as significant. 


Western Hemisphere Outside 
U.S.A. 


In the Western Hemisphere 
outside the U.S., Texaco is ac- 
tively engaged in exploring for 
oil in Canada, Colombia, Vene- 
zuela and Trinidad. Production 
in these countries in 1958 amount- 
ed to nearly 170,000 barrels per 
day and refinery runs to 250,882 
barrels daily. The Trinidad refin- 
ery alone processed 120,000 bar- 
rels per day and a major expan- 
sion program calls for an addi- 
tional capacity of 100,000 barrels 
per day. In Canada, with produc- 
tion of around 25,000 barrels 
daily, the company’s refineries 
there processed 80,000 barrels 
per day of crude oil. 


U. S. Operations 


In the United States, major re- 
serves were added in 1958 in 
Louisiana, Texas, California, 
Utah, Oklahoma, New Mexico and 
North Dakota. Production in this 
country averaged 387,400 barrels 
daily equal to 65% of the com- 
pany’s 598,700 barrels per day of 
refinery runs. 


Texaco’s Latest Acquisition — 
Paragon Oil 


More recently Texaco, Inc. an- 
nounced that it intends to acquire 
Paragon Oil Company, Inc. and 
its subsidiaries and affiliates by 
exchanging 948,751 shares of 
Texaco’s already authorized cap- 
ital stock valued in the market at 
around $77 million. Paragon Oil 
Company is primarily engaged in 
the marketing and distribution of 
fuel and heating oils in an area 
encompassing the New England 
and Middle Atlantic states. In ad- 
dition Paragon manufactures and 
sells oil burner units and assoc- 
iated equipment. The physical as- 
sets of the company consist gen- 
erally of land, 10 ocean and in- 


land terminals owned in fee and 
one held under lease, about 600 
motor vehicles, six tankers owned 
and four under charter, inven- 
tories of finished products, office 
buildings, and miscellaneous fa- 
cilities. In the six months ending 
January 31, 1959 Paragon Oil 
earned $2.1 million net and had 
a cash-flow of $3.3 million. This 
is, on an annual basis, equal to 
per share earnings of $4.45 and 
$7.00 cash flow on the 948,751 
shares of Texaco required to pur- 
chase Paragon. 

The acquisition will greatly 
strengthen Texaco’s fuel oil mar- 
keting position along the eastern 
seaboard and in addition will pro- 
vide Texaco with an additional 
daily import quota amounting to 
57,705 barrels of residual oil and 
1,052 barrels of lighter products. 


Combined Operations 


Thus the combined operations 
of Texaco and Superior on a 
worldwide basis would have 
shown in 1958 a daily production 
of 1,164,000 barrels. This, com- 
pared with the 1,125,000 barrels 
per day of refinery runs, would 
make the combined operations 
more than self-sufficient. Cash 
flow earnings would have amount- 
ed to $641 million, equal to $9.35 
per share including the 10,134,000 
shares of Texaco which will have 
to be issued to Superior. While 
there is very little apparent 
change in the combined figures, 
the significant improvement in 
Texaco, as a result of the merger, 
will be realized over the next few 
years as Superior’s reserves are 
more fully utilized. END 





The Hawaii of Today 
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generally lower than on the main- 
land but they are rising. 

Living costs in Hawaii are 22 
per cent higher than in Wash- 
ington, D. C. and the Federal! 
Government gives its employees 
there a 20 per cent pay differen- 
tial. 

The housing situation is very 
tight, although it is being eased 
somewhat by the new construc- 
tion mentioned earlier. 

Shivping charges contribute to 
the higher prices Hawaiians pay 
for many items. Hawiian busi- 
ness interests are hoping to alter 
this to some extent by creating 
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more local industries to supply 
consumer wants. More than 600 
new manufacturing enterprises 
of various types —— mostly smal] 
industries—have been established 
in the Ishands in recent years. 

Aside from sugar mills and 
pineapple canneries, manufactur- 
ing in the Hawaiian Islands is 
confined principally to Oahu. 
Most of the post-war plants es- 
tablished are engaged in proces- 
sing imported raw materials for 
island markets, hence their small 
size. 

Manufactured products for ex- 
port include wooden bowls, woven 
mats, beads, perfumes and pro- 
cessed tropical fruits. 

The most important manufac- 
turing export is Hawaiian gar- 
ments. About $4 million worth of 
these are shipped from Hawaii 
per year, in addition to local sales 
of $6 million to tourists and resi- 
dents. 

Two-thirds of the income and 
employment in Hawaii is derived 
from exchange of goods and ser- 
vices with outside areas, prin- 
cipally the American mainland. 

The Bank of Hawaii, in its 
breakdown for calendar 1957, 
gives the following categories of 
Hawaiian earnings of mainland 
dollars—totalling $856 million: 

> From Agriculture, $278 mil- 
lion—of which $252 million was 
derived from exports of sugar 
and pineapple. Exports of coffee, 
garments, wallboard, canned fish, 
scrap metal and flowers added up 
to $21 million, while $5 million 
came from exports of hides, fresh 
pineapples, papaya and other 
products. 

> From Federal Government 
expenditures, $385 million — of 
which most was derived from de- 
fense expenditures of the armed 
forces. 

> From tourists, $80 million. 

&> From dividends, interest and 
profits on overseas investments, 
$34 million. 

> Remittance from workers in 
“forward areas” to their Hawai- 
ian families, $29 million. 

The Bank reported that 
Hawaiian expenditures aboard 
during that year, which total- 
led $833 million, went for the 


following : 

> Food, raw materials, con- 
struction materials, clothing, 
household appliances, cars and 


trucks, machinery and equipment 
and other items, $464 million. 
> Fertilizers, newsprint, lum- 
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ber, feed and other products, $24 
million. 

®& Payments to Federal Gov- 
ernment, including taxes, $183 
million. 

®& Services from mainland and 
foreign concerns, including trans- 
portation and insurance, $110 
million. 

& Interest, dividends and prof- 
its paid overseas investors in 
Hawaiian enterprises, $40 mil- 
lion. 

®& Personal remittance abroad, 
$12 million. 

More than one billion dollars in 
money and credit was required 
during the year to handle the ex- 
port - import operations of the 
Hawaiian economy, the Bank re- 
ported. 

The construction boom on Oahu 
continues at a record pace. The 
value of buildings completed dur- 
ing 1958 was estimated at $170 
million. One big factor in the 
construction boom has been the 
Capehart Housing Project for 
armed forces personnel. 

The major change in the 
Hawaiian economy during the 
past quarter century has been the 
great increase in service enter- 
prises. Until the mid-1930’s, most 
employment and income stemmed 
from agriculture and related ac- 
tivities. Now the dollar volume 
for services for defense, tourists, 
carriers and island residents is 
more than the combined value of 
all commodities produced in 
Hawaii. 

This has been accompanied by 
and was, in fact, the principal 
reason for the trend toward in- 
creasing and concentrated urban 
population. Along with this has 
come a trend of rising family in- 
comes. 

Mechanization has sharply re- 
duced the number of agricultural 
workers in Hawaii without cut- 
ting output. Today, with less than 
17,000 workers, the sugar indus- 
try produces more tonnage than 
it produced in 1932 with 55,000 
workers. 

Hawaiian financiers see un- 
developed possibilities for econ- 
omic growth which they hope to 
exploit in the future. 

They believe that Hawaii’s ex- 
tensive bauxite deposits may 
some day be developed as the 
basis for a profitable mining and 
processing industry. 

Hawaiian businessmen also 
hope that the Islands may become 
retirement meccas rivalling the 





present popularity of Florida and 
California for this purpose. ; 

Hawaiians believe that the ap. 
plication of Atomic energy and 
new advances in plastics, electro. 
nics and mechanization may open 
new horizons for their economic 
development. 

They realize that their econ.J 
omy at present is unbalanced an 
are doing everything they can to 
find ways to broaden its base. § 

The Hawaiian people are ap. 
plying themselves to the task off 
economic development energetic.¥ 
ally and with determination. : 
They say they welcome new.) 
comers and offer them an oppor.) 
tunity to compete and prospe inf 
a growing economy. 

“The free enterprise syste n, | 
says the Bank of Hawaii, “pro. 
vides an open door to anyone \ 





wishes to start a new enterprise 
and channels this basic drive in 
to the efficient output of those 
goods and services that = a 
needed.” 





A New Look At 
Insider Transactions 
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Merchants have all shown moé- 
erately well defined insider buy-j 5 
ing patterns so far this year.) 
These have represented, in alll 
cases, the purchases of various) 
officers and directors, which are 
undoubtedly more significant than) 
heavily concentrated buying by af) 
single officer. Such multiple pur-7 
chases, even in small sharep 
amounts, might even be consid-) 
ered to carry more weight thanf} 
larger sales by a single officer;) 
this situation is illustrated af 
Container Corporation, where Ex- ie 
ecutive Vice President John V.” 
Spachner unloaded 1200 shares} 
during January, completely wip§ 
ing out his holdings in the com- 
pany, but four other officers orf 
directors have been adding toy 
their holdings during the year. g 
a 


Evaluating Buying and Selling 


Insider sales frequently givell 
more positive signals in the formy 
of concerted trends. Issues whichf 
have been the object of steady in] 
sider selling so far this year in- 
clude Bendix Aviation (but Vict 
President Louis F. Polk made 
several substantial purchases form 
family trusts in March ané 
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April), CIT Financial, Corn 
Products Refining, Deere, Doug- 
las Aircraft, General Dynamics, 
General Mills, General Motors, 
Goodyear, Jones and Laughlin, 
Olin Mathieson, Polaroid, Proc- 
ter and Gamble, Sperry Rand 
and United States Steel. Of the 
above companies, General Dyna- 
mics, Olin Mathieson and Sperry 
Rand have now shown heavy 
trends of insider selling persist- 
ing for nearly two years. While 
other explanations for sales than 
an adverse outlook can be visuali- 
zed for occasional transactions, 
such consistent action by many 
insiders certainly suggests a cau- 
tious attitude on the part of the 
out: ide investor. 

C!T Financial, which seems to 
have adjusted pretty well to the 
threatened loss of the Ford busi- 
ness, has nevertheless been hit by 
a steady wave of insider sales off- 
set only by a single small pur- 
chase in January; the heaviest 


» sales, 50,000 shares, were by Har- 
' vey Picker, a director, but seven 
| other officers or directors have al- 
| 80 divested parts of their hold- 
| ings. Deere, although enjoying an 


unusually favorable year, has ex- 
perienced a marked trend of in- 
sider selling. Its main competitor, 
International Harvester, how- 
ever, shows only minor activity 
of either sort. Two steels, Jones 
and Laughlin and U.S. Steel, 
were among the list of heavy in- 
sider sales, but this may have had 
no significance in relation to the 
current steel strike, as the other 


© steels showed no similar activity. 


In the case of General Motors, 


| the sales of 90,106 shares by Al- 
» fred P. Sloan, Jr., in April has 
i been omitted from the table as a 


distortion, but at least twelve 


3. other officers or directors have 
) also been selling the stock this 





year. Insider sales must always, 
however, be interpreted in the 
light of surrounding circum- 
stances, not in a vacuum, and for 
General Motors these include the 
facts that the company has no 
less than 63 officers and direc- 
tors, and generous stock bonuses 
were received by all officers in 
January. 

“The inclusion of Douglas Air- 
craft on the insider selling list 
has been punctuated by the an- 
nouncement, just a few days ago, 
of the company’s net loss for the 
second successive period in the 
June quarter, and the correspond- 
ing dividend omission. Besides 
General Dynamics in_ recent 
months, two other aviations, Cur- 
tiss Wright and United Aircraft, 
also figured prominently in the 
schedule of insider selling all last 
year, and this trend, although 
easing up, has shown no sign of 
reversal. North American Avia- 
tion, on the other hand, has 
shown no insider activity at all 
since March 1958, aside from the 
single large purchase by Presi- 
dent Kindelberger mentioned 
above. 


A Further Check 


But negative as well as positive 
information can be illuminating 
and for this reason it is worth 
noting what the SEC’s “Official 
Summary” does not show as well 
as its actual. printed entries. In 
this way the attitude of officers 
of depressed industries can be ap- 
praised and some insight gained 
into their views as to the prob- 
able duration of the adverse con- 
ditions. Among today’s laggard 
industries, the oils have shown no 
discernable recent executive sell- 
ing trend. For the most part both 
buying and selling activity has 
been negligible. Continental Oil, 
Sinclair and Sun have experi- 














National 
Distillers 1) 
and 
Chemical 

Corporation 
INCREASED 
COMMON STOCK 
DIVIDEND 


The Board of Directors has in- 
creased the regular quarterly divi- 
dend on the Common Stock from 
25 cents to 30 cents a share. The 
first dividend at the new 30 cent 
rate has been declared payable 
on September 1, 1959 to stock- 
holders of record on August 11, 
1959. The transfer books will not 
close. 
PAUL C. JAMESON 

July 23, 1959 Treasurer 











Earnings Trend of Seven Stocks 
with Consistent Insider Selling 








Full Year 


1957 1958 1959 1958 
Curtiss-Wright .......4........... $5.07 $3.11 $0.40 $0.62 
‘General Dynamics .............. 4.80 3.71 1.01 0.60 
Olin Mathieson .................... 2.67 0.70 0.48 0.33 
Pittsburgh Plate Glass <..... 5.86 3.24 0.38 0.51 
gs | nen Aa 0.96 0.96 0.05 0.31 
Standard Oil of Indiana .... 4.24 3.29 1.25 0.88 
United Aircraft ...........00... 7.97 6.41 1.20 1.78 


First Quarter 
earnings per share 
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DIVIDEND NOTICE 
SKELLY OIL COMPANY 


The Board of Directors to- 


day declared a quarterly 
cash dividend of 45 cents 
per share on the common 
stock of the Company, pay- 
able Sept. 4, 1959, to stock- 
holders of record at close 
of business July 30, 1959. 
July 21, 1959 


LOUIS B. GRESHAM, 
Secretary 














enced a predominance of sales, 
but with a pattern hardly firm 
enough to supply significance. 

Among the coppers, facing a 
weakened price structure, sub- 
stantial sales of American Metal 
Climax, by seven officers or di- 
rectors, were made in January 
but no activity of either sort has 
been reported for Anaconda, Ken- 
necott, or Phelps Dodge. In the 
case of Cerro de Pasco, the 
Peruvian producer, the most 
significant development has been 
the elimination of the large in- 
terest in this company formerly 
held by American Smelting and 
Refining. 

As mentioned above, no marked 
insider selling of steel stocks has 
been noted. Recurring echoes of 
the cancer scare have not fright- 
ened any officers or directors of 
the major tobacco companies in- 
to lightening their holdings. 

Now that eight months have 
passed since the previous article 
on insider transactions, some 
brief space can be taken to ap- 
praise the outcome of the findings 
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SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 82 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 





Common Stock of Southern 
Natural Gas Company, pay- 
able September 14, 1959 to 
re 2 a of record at the 
close of business on August 
31, 1959. 
H. D. McHENRY, 

Executive Vice President 

Dated: July 25, 1959. 























Wa INDIANA A), 


GAS&WATER 


aoe COM PANY 





DIVIDEND NOTICE 
The Board of Directors has de- 
clared a quarterly dividend of 25¢ 
per share on the common stock of 
the Corporation, payable Septem- 
ber 1, 1959 to shareholders of 
record August 14, 1959. 

H. G. Horstman, President 
July 24, 1959 








GENERAL OFFICES: 
1630 N. MERIDIAN STREET 


INDIANAPOLIS 2, INDIANA 








therein. It was pointed out in a 
table at that time that seven is- 
sues, specifically named, had been 
the object of consistent insider 
selling for periods ranging up to 
a year and a half, with only very 
minor offsetting purchases. The 
subsequent earnings performance 
of these seven companies, is 
shown in the table on p. 577. 
Except for Pittsburgh Plate 
Glass, where the insider selling 
was concentrated between April 
and July of last year and for 
United Aircraft, where the 
heavy sales began only in May, 
the selling trends for all of these 
companies could have been dis- 
cerned early in 1958 at least. The 
earnings reports above suggest 
that decisions based upon obser- 
vation of insider transactions 
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would have been justified by sub- 
sequent developments in every 
case. 

Summary 


A study of insider transactions 
can be a useful tool for investors, 
but hardly ever a tool that can be 
used alone; the findings are signi- 
ficant only when interpreted in 
the light of other related condi- 
tions. Despite occasional well 
publicized instances of corporate 
manipulation, insiders are re- 
strained by law from speculating 
in their own stocks or profiting 
by sale and rapid (less than six 
months) repurchase, so that their 
transactions, to the extent they 
reflect investment judgment at 
all, can only be on the basis of 
long range considerations. And, 
it should be repeated once more, 
profit opportunities may not be 
the only motives that influence in- 
sider activity in the stocks in 
a persistent trend either of buy- 
ing or of selling constitutes a sig- 
nal that should not be disregard- 
ed, and warrants, at the least, a 
careful reexamination of each 
such situation. 

Besides their application to in- 
dividual companies. insider trans- 
actions also provide a useful in- 
dex to the tenor of executive opin- 
ion in general. Executives mav be 
no more infallible than any other 
group of people, but because thev 
have the authority to put their 
ideas into execution, their com- 
posite views do possess some spe- 
cial importance. Right now the 
picture of insider transactions 
indicates clearly that executives 
view the outlook with confidence. 
contracts. END 





For Profit and Income 





(Continued from page 563) 
Rlaw-Knox, Deere, Ford Motor, 
Gimbel Brothers, Link Belt, 
Macy, Revere Copper & Brass, 
Spiegel, and U. S. Rubber. 


Laggards 


Stocks behaving worse than 
the market, and without an ap- 
parent basis for getting back to 
their earlier highs any time soon 
(if ever, in a few cases), include: 
American Smelting, Boeing Air- 
plane, Carrier Corp., Filtrol, Na- 
tional Cash Register, Foote Min- 
eral, Scovill Mfg., National Tea. 
Thiokol, and Westinghouse Elec- 
tric. END 
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(Continued from page 570) 


co City. Domestic expansion in- 

cludes recently authorized plant © 
expansion at North Tonawandaj 
for formalin production, and at® 


Kenton, Ohio, for glass filled] 
molding compound and weod§ 
flour. ; 


Annual dividend is $1.00 per | 
share. 

Important acquisitions in “e- : 
cent years have broadened ope’ a- § 
tions and enhanced growth jpo-# 
tentials. ; 


Northrop Corp. 


“Please indicate recent unfilled or ler 

position of Northrop Aircraft and « |s0¥ 
please give a breakdown of what this i 
backlog consists. Please also state re- 
cent revenues and income.” : 


A. G., Phila., °a.§ 


Consolidated unfilled orders of 
Northrop Corp. at April 30, 1959 
were $227 million with ‘abc ut 
68% of the backlog in missiles, b 
drones, electronics and associated 9 
systems and 32% in manned air- 
craft. The comparable total ap 
year ago was $278 million with a 
somewhat similar breakdown by 
products. 

The nature of Northrop’s busi- | P 
ness has shifted more and more 
toward highly sophisticated elec- | 
tronic devices and advanced 
weapon systems, according to the | 
executives. 

Consolidated net income for 
the 9 months ended April 30, 
1959, amounted to $5,350,000, 
equal to $3.06 a share on the! 
1.748,314 shares of common 
stock outstanding. This included 
earnines of new subsidiary, ) * 
Page Communications. For the 
like neriod last year, combined 
earnings of Northrov and Page 
totaled $5,070,406, equal to $3.02 
a share on a total of 1,678,171 
shares. 

Chief executives of the com- 
pany indicated that the firm’s 
rate of sales likely will decline 
somewhat further over the short 
term as current operations em- 
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phasize advanced projects in 
study, early development and 
prototype stages. ( 
Current quarterly dividend is , 
40 cents per share. 7 
Prospects in the future depend § 
upon gaining new Government ‘ 
contracts. END § 
! 






‘0) 


mn in- 
plant 
vanda 
nd at 
filled 
wood 


0 pert 


yper'a- F 
h po-# 


 orler 
nd «lso® 
at this 
ate re- 


OR ea 





ars of © 
, 1959 F 
abcut § 
ssiles, 
ciated 
d air- 
tal a 
vith a 
vn by 





busi- 
more 
elec- 
anced 
to the F 


s 
& 
# 
a? 
4 
. 
4 


e for 
il 30, 
0,000, © 
n the 
mmon § 
‘luded ae 
diary, § 
yr the B 
bined © 
Page § 
$3.02 & 
8,171 


poe he 
foil c 


com- © 
firm’s © 
ecline 7 
short & 
Ss em- § 
is ing 

and § 


nd is 





epend § 
ament 
END 





TREET 










deductible for tax purposes. 





138 Points Profit Taken on 2 Stocks 


— Releasing Cash for New Opportunities 





SOUND PROGRAM 
FOR 1959-60 


A FULLY ROUNDED SERVICE 


For Protection— Income—Profit 


There is no service more practical . . . more 
definite . . . more devoted to your interests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
various aims . . . with definite advices of what 

ond when to buy and when fo sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

Program 2 — Special dynamic situations for sub- 
stantial capital gains with !arge 
dividend payments. 

Program 3 — Sound stocks in medium and lower- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 








Projects the Market .. . Advises What Action to 
Take . .. Presents and interprets movements by 
Industry of 46 leading groups comprising our 
broad Stock Index. 

Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
. . « 100 High-Priced Stocks . . . 100 Low-Priced 
Stocks; also Dow-Jones Industrials and Rails 
from 1950 to date. 

Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 

Telegraphic Service .. . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Political and Legis- 
lative Trends. 


Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 
ness and individual industries. 








Yg n keeping with our policy of “salting down” profits on 
some of our Forecast stocks when cautionary signs appear— 
we advised subscribers in our May 26th bulletin to accept 
138 points gain—increasing cash reserves ready for new op- 
portunities. 


Our analysts are constantly searching for attractive is- 
sues—candidates for stock splits—with increasing earnings 
and dividends—likely to prove as lucrative as our past re- 
commendations. 


—For example, of 3 Forecast “buys” chosen last June, Den- 
ver & Rio Grande Western has just split 3-for-1 so for 
each share bought at our recommended price of 3914 
subscribers now hold 3 new shares at 20—representing 
over 50% appreciation ... Beech Aircraft has risen from 
263%, to 36, ... while Southern Pacific rose from 45 to 
70 spurred by increased earnings. 


—Our International Tel. & Tel. has been a 1959 market lead- 
er raising its dividend and splitting its shares 2-for-I so 
for every share subscribers bought on our original recom- 
mendation at 181% they hold 2 shares now at 37%4— 
representing 308% profit. 


JOIN IN OUR NEW PROGRAM — LOOKING TO 1959-60 


By enrolling now you will receive the names of all our 
new and coming recommendations as we release buying 
advices. Once you buy them you will have the security of 
knowing that we will advise you from week to week in our 
bulletins just how long each stock should be retained—when 
to take profits and where and when to reinvest. 


This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt concerning 
your position. 


Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new selections and coming opportuni- 
ties as we point them out to subscribers. 


a 





SPECIAL OFFER—Includes one month extra FREE SERVICE 





Mail Con on 


} . THE INVESMENT AND BUSINESS FORECAST 
oO ay of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


I enclose 1 $75 for 6 months’ subscription: 1) $125 for a year’s subscription 


SPECIAL OFFER 





MONTHS’ 75 SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE Air Mail: (1) $1.00 six months; [J $2.00 (0 Telegraph me collect your Forecast ree- 
one year in U. S. and Canada. ommendations . . . When to buy and 
MONTHS’ Special Delivery: (] $7.80 six months: when to sell . . . when to expand or con- 
| SERVICE $125 () $15.60 one year. tract my position. 
; RIN 2 ais cies sehuponnswabsawaas cub bgehinsssskesonva snkakensah eboens <2 dive heakoodings weiiace! <c) seuapiass siinase eemmebiaaoionsasiiael 
a Complete service will start at I 2 clots hs hac cx apse nk cats a iuabaaasn hs Gh Sand Ceada's vealed comeasas ete ea “acetic ncaa bits 
once but date as officially be- st caas Seay spa ca as ssa copsuibnes apse nepeaaseackakernasiiesd Cosas risbdbbsas cal ek rah ahah idea deeednonibs ped Fe 
ginning one month from the day IME areata oe eae annem en ee eR eT ae ae EI 
your check is received. Sub- Your subscription shall not be assigned at up to 18 of wour securities for our 
scriptions to The Forecast are any time without your t * “#'=? analutical and advisory report. 














(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
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THOSE GOLDEN EGGS! 


Those golden eggs that come from 
corporate earnings are the only 
thing on which federal income 
taxes have to be paid twice. In 
1954, Congress passed a law 
which eliminated income taxes 
on the first $50 of dividend in- 
come, and permitted a 4 per cent 
credit on the rest. What hap- 
pened afterwards was good 
news, both for the public and for 
government. Will Congress now 
repeal the partial tax relief that 
brought such excellent results for 
the whole country? What would 
be the likely result? In the Aug- 
ust issue of THE EXCHANGE Mag- 
azine, G. Keith Funston, Presi- 
dent of the New York Stock 
Exchange, takes a clear look and 
asks candidly, ‘‘Do We Want 
America to Keep Growing—or 
Don’t We?” 


Dividend Scoreboard 
Common share owners of “Big 
Board” companies were paid rec- 
ord dividends during the first six 
months of 1959. In “Dividend 
Payments Reach All Time 
High,” THE EXCHANGE Magazine 
tells which group registered the 
biggest jump, and tables the 
“score” of all other groups. 


Full Speed Ahead 
In the churning wake of the out- 
board motor, America’s recrea- 
tional boating fleet has swelled 
from 21% million craft, in 1949, 
to its present total of 714 million. 


William C. Scott, President of 
The Outboard Marine Corpora- 
tion, tells the fascinating story 
of the rapid growth of this lusty 
industry, under the title, ‘“The 
Outboard Motor at Work and at 
Play,” in the current EXCHANGE 
Magazine. 

“If ida’’ 
“Tf Ida known as much about 
the stock market in the ’20’s as I 
know today, I’d now be a rich 


9? 


man. 

Maybe so—maybe not! 

“Hindsight vs. Foresight,” a 
revealing article in THE EX- 
CHANGE Magazine, gives the 32- 
year record of 15 common stocks 
which treated investors hand- 
somely—and the corresponding 
record of 15 others which treated 
investors poorly. Read it and 
reap—or weep! 

Another timely article, “Stock 
Market Sidelights,’’ summarizes 
the findings of two NYSE stud- 
ies made to determine the effect 
of sudden price changes on the 
stock market’s main trend. You'll 
find it interesting reading. 


* * * 


THE EXCHANGE Magazine is not 
sold on newsstands. Mail the 
coupon below for the next twelve 
issues, beginning with the August 
number—and enjoy a full year 
of informative reading about the 
stock market, new developments, 
investing. All for only $1.50. 


THE EXCHANGE Magazine, Dept. 7 
11 Wall Street, New York 5, N.Y. 





Enclosed is $1.50 (check, cash, money order). | 
Please send me the next 12 issues of THE EXCHANGE | 
Magazine. l 


NAME 





ADDRESS. 
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What We Must Know 
About Communism 


BY HARRY AND BONARO OVERSTREET 


The Overstreets have addressed this 
book to every intelligent American. 
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They have looked at the subject of § 


Communism as it affects American | fe J 


and have seen it as a force so power- 


Bias 


ful that no one of us can risk being in © 
ignorance of it, or of only half under- § 


standing it. They see Communism—the 


theory, the Party and the Soviet Union 7 


—as a subject that demands study—1 ot 
only by specialists, but by all of us. For 
we are all having to respond to prob- 
lems which Communism creates in cur 
world. 

With their own very special talents, 
the Overstreets have written this book 
to help the individual understand this 
force. They feel we could all do a 


et 


Se 


oe 


sounder job of thinking about the | 
issues that change from day to day if | 


we shared some body of knowledge 
from which to start our thinking. They 
have long been observing and record- 
ing, reading widely and working with a 
variety of people, and out of all this 
experience they have, simply and with 
perspective and balance, given us the 


facts about Soviet theory and practice 7 


—the facts that we have to understand 
and live with. 


Norton $3.95 | 


The Young Assassins 
BY JUAN GOYTISOLO 


a eg 


The scene is Madrid; the boys, Paez, 


Mendoza, Cortezar, are the sons of 
well-to-do Spanish bourgeois families. 
But they could be young people any- 
where today, indifferent, overindulged 
by comfortable parents, discontented 
with a world they have not made--a 
generation in search of kicks. 


For a while, striking out against | 


their families, they eased their boredom 
by drinking and carousing. Uribe, a 
weak-willed lush with his grotesque 
fantasies and his talent for trouble, 
always provided diversion. But before 
long the need to translate their aimless 


discontent into some positive act of de- | 
fiance made itself felt; ready for man- | 


hood, just emerged from adolescence, 
they felt compelled to commit them- 
selves as a group to one irrevocable 
deed that would make them men. Con- 


veniently, Ana, a girl with deeply root- 7 
ed political convictions, approached the — 


gang with a plan: to assassinate the 
unsavory fascist politician Guarner. 


From the moment that the plans for | 


the assassination are formalized the 
tragedy of The Young Assassins moves 
toward an inevitable climax with terri- 
fying logic. And in the end there is 
more than one victim. 


— 


Written when the author was twenty- | 


one, The Young Assassins was acclaim- | 
ed in Spain, France, and Germany as | 


a work of unusual talent, a fiercely 


honest, pitiless cry of protest, rooted | 


in Spanish fatalism, a powerful voice ~ 


in an age of angry youth. 


Knopf $3.95 " 
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Take Care of Your Investments Now 
5 |So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 
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Most investors are aiming for financial in- 














i this ] Close Continuous Supervision of 

ahanm dependence .. . whether they hope to arrive All Holdings: 

ct of at their goal in five, ten or twenty years. 
ae We concur in their confidence that wise Thereafter—your securities are held unde! 
ng ing and timely investment of their capital can the constant observation of a trained, experi- 
soar ~~ make this dream a reality ... for despite tem- enced Account Executive. Working closely 
Union porary readjustments our nation is forging with the Directing Board, he takes the initia- 
—arot § ahead in a new era of amazing scientific tive in advising you continuously as to the 
For oa, mano advancement and in- a ke ae en is never neces- 
: oan vestment opportunity. . 
lents. f In 1959 and the coming years, we will _ When changes are recommended, precise 
book & see marvelous and practical progress in the instructions as to why to sell or buy are 
1 this J conquest of space, in attainment of plant given, together with counsel as to the prices 
= oa automation, in harnessing of atomic energy at which to act. Alert counsel by first class 
‘ay if .. . with a host of new products, materials mail or air mail and by telegraph relieves you 
ledge and techniques emerging. of any doubt concerning your investments. 
They # . ‘ 
cord These new forces will have profound - Complete Consultation Privileges: 
vith a vestment significance for they will invigorate 
| this many companies—but often at the expense sone : 
hy fe of less able competitors. TO YOU, as an in- on pty ey wayphcor ne 
actice & vestor, this adds up to an increased need for and original research sometimes offer you 
stand § continuing investment research and capable aid not obtainable elsewhere—to help you to 
- i professional counsel. save—to make money 

3.95 & ° 

Expert Analysis of Your Present Holdings: Help in Minimizing Your Taxes: 
i Our first step in serving you is to make a : . : , 
_— f detailed report—analyzing your entire list— Hy a ae et ay Conner of 
lies. taking into consideration income, safety, di- —_ ton Sahiies an q € Agee to minimize 
“any- | versification, enhancement probabilities—to- your “0 lability if wd u oP otc b yo 4 
di day's factors and tomorrow's outlook, ome, (Qur annual fee is allowed as @ de 
le--a come Tax purposes, considerably reducing 
ain : ee and ae and Advantageous the net cost to you.) 
edom F 
be, a Definite counsel ‘is given on each issue in Annual Personal Progress Reports: 
able your account... advising retention of those 
om most attractive for income and growth... Throughout the year we keep a complete 
mless | preventing sale of those now thoroughly liqui- record of each transaction as you follow our 
f de- § dated and likely to improve. We will point out advice. At the end of your annual enrollment 
ae i unfavorable or overpriced securities and you receive our audit of the progress of your 
hose: O make substitute recommendations in com- account showing just how it has grown in 
cable panies with unusually promising 1959 pros- value and the amounts of income it has pro- 
boner pects and longer term profit potentials. duced for you. 
d the & 
e the 
Yr. 
s for § = ull information on Investment Management Service is yours for the asking. Our rates are 
| the | based on the present value of securities and cash to be supervised—so if you will let us know 
oak i the present worth of your account—or send us a list of your holdings for evaluation—we shall 
re is | be glad to quote an exact annual fee ... and to answer any questions as to how our counsel 
i can benefit you. 
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At parties, picnics and ball games, at homes, offices and plants— 
at all the places and times that called for some first-class thirst 
quenching and refreshment in 1958, dry-throated Americans 
opened over 405,000,000 cans of soft drinks and got the tasty 
results they wanted. 


No wonder there is such a growing popularity for soft drinks in 
cans. The “tin”? can—actually about 99% steel—chills fast, 
opens easily, won’t break if you drop it. It’s a compact, light- 
weight container that feels good in your hand and serves up 
your favorite beverage at its mouth-watering best. 


NATIONAL STEEL 
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NATIONAL 


Through our Weirton Steel division, National Steel is a leading 
manufacturer of tin plate for cans. In fact, through Weirton’s 
production of hot-dipped and electrolytic tin plate, National ig 
the nation’s largest independent source of this metal. 


Modern tin plate is just one of many quality steels and products 
of steel with which National serves American industry througli 
its six major divisions: Great Lakes Steel Corporation, Stran- 
Steel Corporation, Enamelstrip Corporation, The Hann 
Furnace Corporation, National Steel Products Company and 
of course, Weirton Steel Company. 


CORPORATION, GRANT BUILDING, PITTSBURGH, PA. 
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